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Freedom's Back Is Against the Wall! 


MAKING OUR OWN BEDS AND LYING IN THEM 
By DOROTHY THOMPSON, Experiencer and Interpreter of Revolution and Change; Reporter and Thinker 
Commencement Address at Russell Sage College, June 8, 1937 


sitting this morning. The year of my own graduation was 

a portentous year; a fateful and fatal year. It was 1914. 
Hardly was I out of college when the World War broke out, 
and from that day to this the world has never been remotely 
the same place that it was before. 

I suppose that I have been asked to speak to you this 
morning, because I have lived those twenty odd years more 
intensively, perhaps, than most people. It has been given to me 
to live in many parts of the world, to see many of the events 
of my times—my times, which are also yours, for there is 
no break in the continuity of history, no real break. One 
may say, as I have just said: In 1914 the World War broke 
out, and since then nothing has been the same. But the World 
War was only the crystallization of what had been done up 
to that time. Wise men saw its shadow darkening the world 
long before the first shot was fired. And out of the war, 
directly out of the war, opened other phases of history, quite 
logically, although never inevitably. It is customary now to 
say that the generation of 1914 was “fated.” Some people 
have said it was “lost.” But the generation of 1937 is no 
less fated, and whether or not it will be lost depends upon 
you. Last June, the President of the United States, accepting 
the renomination for the Presidency said: “This generation 
of Americans has a rendezvous with Destiny.” But all gen- 
erations of all peoples must keep that fatal interview. Great 
public decisions, far-reaching actions, do, it is true, occur 
more drastically at some points in history than in others. I 
believe that such drastic decisions will occur in your lifetime, 
as they have occurred in mine. I do not think that you are 
going out into one ef those relatively quiet eras, one of 
those periods when time flows along like a quiet river. That 
will be a sad fact for those of you who have counted on 
living as vegetables, who have keyed their lives to the hope 
of security. But speaking from another fated generation, let 
me say this: I would not, for a moment, have changed the 
time when I was born, or willed to live in an easier epoch, 
in a different century. Here below, to live at all is to live 
in awareness. These swift and kaleidescopic times may make 
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life painful, but they make it intense. They make it manifold. 
Great events are telescoped into short periods, and he who 
lives with his eyes open, his heart generous, and his mind 
free, has a richer than usual share of life. For one normal 
year of living, he gets two or three, and if he dies at forty 
he may testify to having lived out a full life. To live in these 
times with the utmost appreciation and awareness is to live 
no mawkish sentimental tale, but to live a great romance. 
Therefore, my young friends, expect from me no pity. You 
are born into times that have the possibility of greatness. 
You are born and you come of age as Americans, citizens 
of a country which spans a continent, which stretches between 
two oceans. One of the most glorious things about its mere 
size is that on the northern frontier there are three thousand 
miles of border on another country, without a fortification. 
To have accomplished that single thing is so unique in this 
world that it seems worth a hundred and fifty years of 
history. They say that size alone is not important. But, 
surely, the temper of a country, its mind, its qualities, good 
and bad, are somewhat set by whether it is vast or small. 
It is no mean thing, in this world as it now is, that you, as an 
American citizen can go from the Atlantic to the Pacific 
without a passport, without crossing a single customs line, 
that you can work in 48 states without asking for a work 
permit, or being driven from one place to another through 
no fault of your own. It is a great thing that over a whole 
continent one person can speak to another in a language that 
both understand. It is a great thing that your sons, if you are 
watchful, will not have to serve years of their life in an 
army, and that we, at this moment, are not fearful of every 
noise overhead, lest it be a bombing plane. A hundred and 
fifty years in history is but as a day, and historically speaking 
only a day ago this country was a wilderness. Today its 
roads would put the Romans to shame; its factories are the 
marvel of the world; its air is bright with the world’s 
strongest and swiftest airplanes; it has invented a type of 
building unique and indigenous—the skyscraper. Its univer- 
sities, some of them, are second to none in the old world. 
Its scientists are honored throughout the earth. It has taken 
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men and women from all parts of Europe and bent their 
tongues into a common speech—and that is by no means the 
least of its triumphs. 

And yet, when all that is said, when so much is 
acknowledged, what does it mean to be an American, a 
young American, in the year 1937? 

Your generation will have to ask yourselves that question 
more earnestly than any generation before you. Because the 
values, the beliefs, the myths, if you wish to use that word, 
upon which this country was founded are being challenged 
in the world today, as they have never been since this nation 
was founded. You are going to have to ask yourselves: Are 
those values, beliefs, and myths exhausted? Must we find 
totally different ones? Or is there, still in them, the stuff out 
of which to make a great culture and a great civilization? 

What is the fundamental thing in the American idea? 
What is it that Americans, in past generations, have loved? 
Is it prosperity ? Is it security? Is it the welfare of the masses? 
What is the American quality? Is it obedience? Is it sub- 
servience ? 

On the Plymouth Rock monument in Massachusetts 
these words are inscribed: 

_ “This monument marks the first burying ground in 
Plymouth of the passengers of the Mayflower. Here, under 
cover of darkness, the fast dwindling company laid their 
dead, leveling the earth above them lest the Indians should 
learn how many were the graves. History records no nobler 
venture for faith and freedom than of this Pilgrim band. In 
weariness and painfulness, in watching often in hunger and 
cold, they laid the foundation of a state wherein every man 
through countless ages should have liberty to worship God 
in his own way. May their example inspire thee to do thy 
part in perpetuating and spreading the lofty ideals of our 
republic throughout the world. 

“They laid the foundation of a state wherein every man 
through comntless ages should have liberty.” 

And when they laid down the principles to govern that 
state, in the Declaration of Independence, men who came 
many years after them said: “We hold these truths to be 
self-evident; that all men are created free.” 

And in our own times, the great western pessimistic and 
affirmative poet, Robinson Jeffers, of the rock-bound Cali- 
fornia coast, has written: 

The quality of these trees, green height 
Of the sky shining 
Of water a clear flow. 
Each is noble in its quality. 
The love of freedom is the quality of western man. 
There is a torch which runs from Marathon to Concord 
Binding three ages into one time. 
The waves of barbarism and of civilization have eclipsed 
But never quenched it. 
For Greece the love of beauty 
kor Rome of ruling, 
For our own age the passionate love of discovery 
But in one noble passion all are one 
And Tacitus, Aeschylus, Luther and Washington 
One kind of man. 
And you, American, that passion made you! 
You were not born to prosperity 
You were born to love freedom! 
But you cannot have all the luxuries 
And freedom also. 


Freedom is poor and laborious 

That torch is not safe, but hungry, 

And often requires blood for its fuel. 

You will tame it lest it burn too brightly 

You will hood it like a kept hawk 

You will perch it on the wrist of Caesar. 

But keep the observances; hold fast the forms, 

Keep the spot sore! 

The states of the next age will no doubt remember you 
And edge their love of Freedom with contempt for luxury. 

Believe the poets! They are wiser than all the econo- 
mists! Through them breathes the voice of any people. And 
American poets from Emerson through Walt Whitman and 
Julia Ward Howe to Jeffers have sung one noble song: A 
song to free men, an ode to Freedom! The love of Freedom 
is the American quality, and Independence is the American 
virtue. 

Not only American; Freedom and Independence have 
been the passion of western man, as Jeffers says, from Athens 
to Plymouth Rock. The passion for freedom was present in 
the greatest Germans; in Luther; in Goethe. “Freiheit,” said 
Goethe, “Jst ein,.so schones Wort, dass selbst wenn es nicht 
wahr ist, muss man daran glauben.” 

“Freedom is so beautiful a word, that even did it not 
exist, one must believe in it.” 

Still, today in Germany, the great apostrophe to Free- 
dom which Schiller wrote in Don Carlos is cheered to the 
rafters, when an actor steps forward on the stage and recites 
it. And in all the suppression of freedom in Germany, take 
note of the fact that it is not socialists, nor communists who 
dare to take their lives in their hands openly to oppose Hitler, 
but only a few robust Protestant pastors, followers of Martin 
Luther, who refuse to relinquish freedom of conscience. 

But the areas of the earth where men and women may 
be free in their consciences, in their work, in their religion, 
in their ideals, become narrower and narrower. No man is 
taken into the intimate bodyguard of Hitler who is a member 
of any church; Germany alone must be his religion, and 
Hitler its prophet. East of the Rhine are dictators large and 
small, each preaching his own myth, the acceptance of which 
is compulsory. Italy, the Italy of Mazzini, is given over to 
worshipping Order and Power. Spain is in flames and what- 
ever emerges, whatever ideology wins, will no doubt impose 
itself rigidly for generations. Only in England and France 
the love of Freedom battles with the hope of security and 
peace. 

It is into this world, a world where Freedom has her 
back against the wall, that you graduates of 1937 go out. 
And it is your generation, and the generations that follow 
you, who will have to decide: First, whether Freedom is 
worth the price, and second, what in terms of the modern 
world, freedom is. 

The men who founded this country were not only states- 
men; they were poets, inventors, philosophers, men of wide 
culture. I doubt if ever, since the days of the first constitu- 
tional convention, has this country been able to assemble 
men of the caliber of Washington, Jefferson, Franklin, the 
two Adamses, Madison, Monroe. These men were in revolt 
against something, and they knew what that thing was. 
They were in revolt against the all-embracing power of the 
crown, that is to say, of the state. They had a revolutionary 
conception of government—revolutionary, that is to say, for 
their times. Their ideas was that the government has no 
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implicit, or inherent powers at all, but only such as are 
specifically granted to it by the governed. They believed that 
all powers belonged, essentially, to the people, that is to say, 
to the aggregate of individuals. They were not anarchists; 
they knew that government was essential to a civilized society, 
but at the very outset, they drew up a written constitution 
defining as definitely as they were able to do what should be 
the limits of the state’s power. It was impossible to secure 
the ratification of the constitution without the first ten 
amendments which shut off whole areas of life from any 
intervention whatsoever by government. There was to be no 
state religion. People were to be free to worship God as they 
chose. There was to be no prohibition of peaceful assemblage. 
Any one who wanted to was assured of that right to protest. 
No man could be arrested without warrant, or sentenced for 
a crime without a jury or have soldiers quartered in his home 
without his consent, or be subjected to arbitrary or cruel or 
unusual punishment, or have their property confiscated. There 
was to be a free press. 

Knowing that a completely centralized government is 
likely always to aggrandize power, the powers of the states 
and of the federal government were divided. The President 
was given exceptional authority in some respects, but he was 
in no wise empowered to pass laws. Those were given to 
Congress. And, finally, a Supreme Court was set up to hear 
appeals, and, eventually it was given the power to protect the 
constitution against encroachments, even by the majority. 
The whole system is ingenious, cumbersome, and in many 
ways highly inefficient. But its purpose was based upon the 
experience of men who had read history as few of us have 
done today, and who were determined to make a government 
of limited powers and divided authority. The aim was to make 
a government which could not be usurped. A government 
which could not be usurped by a President, by a King, by a 
Dictator, or even a ruling majority. 

These men lived two generations before Karl Marx. 
They lived before the time when science would unharness 
new powers; when machinery would change the whole struc- 
ture of enterprise; when private property would become 
equities in huge corporations over which the owners them- 
selves would have only the most remote control. Talented 
as these men were, they could not foresee the future, although 
Jefferson, in one letter showed an extraordinary illumination, 
foreseeing the time when land would no longer be plentiful, 
when the population would accumulate in cities, living on 
wages, without property, “and when that time comes,” he 
wrote, “our whole American system will be endangered.” 

But though they could not foresee the future, they could 
take stock of three thousand years of the past. And what they 
read from the past was this lesson: That wherever the State 
aggrandizes to itself most of the income and the energies of a 
nation; whenever the vital force of a people is sucked into 
bureaucracy and administration, whenever the productive 
forces of a country are burdened down with crushing taxa- 
tion to support non-productive forces; whenever people are 
led, not by the men who create, but by the men who record 
the creation, then stagnation sets in, the arts, sciences, and 
crafts all deteriorate; the life-force ebbs; position becomes 
more important than personality; and eventually peoples 
break up, are conquered by more enterprising and robust 
aggressors, or settle into stabilized poverty. Thus it was 
eventually with Rome; thus it has been with many other great 





Empires. The Free State to them was the state in which 
the largest possible measure of power rested, not in govern- 
ment, but in society itself: in local governments, close to the 
people; in voluntary societies; in private enterprises; in the 
individual’s right to make his own choices, to make his bed 
and lie in it. 

Your generation will have to decide whether you still 
believe that that conception has any validity. But I shall not 
just throw open the question to you without taking a stand 
towards it myself. I shall tell you that I believe that it never 
had more validity. Others will tell you, perhaps, that the 
issue in the world today is between Fascism and Commu- 
nism or Socialism. But I shall tell you that I believe that the 
issue in the world is between Freedom and Slavery. I know 
that the economic system under which we live will undergo 
vast changes. It has undergone tremendous changes in my 
lifetime. Never from me will you hear that the period of 
our history from the Civil War to the Great War was a 
golden age unsullied by greed, injustice, plunder. I am pro- 
foundly dissatisfied with the world as it is. All of my adult 
life has been lived in revolutions. I have lived in Russia 
under Communism; in Germany under the Social Republic 
and under Hitler; in Austria under a socialist Republic and 
under Catholic Fascism. I do not believe that the revolutions 
which have shaken the world in my generation happened 
without cause, or were merely the machinations of evil men. 
In Russia men sought to escape the tyranny of the Tsar. 
In Germany they sought, first to escape the tyranny of war 
and then to escape the tyranny of chaos. In Austria peasants 
revolted against the tyranny of a politically powerful city 
proletariat. And all of these countries fastened upon them- 
selves, in their revolt, new tyrannies, the tyrannies of all- 
powerful, all-controlled states. 

When this country was founded the world was in revolt 
against the all-powerful state. Our revolution was followed 
by the French revolution, whose object, like ours, was to 
take power away from the crown and vest it directly in the 
people. But today the world is in revolt against Freedom, and 
knowing no other course, is returning the power to the 
Crown, or to some modern symbol of it, whether he call 
himself President, or King, or Dictator, or Popular Leader. 
And the reason why the world is in revolt against Freedom is 
because Freedom has been abused. 

In the name of Freedom our hills have been stripped of 
their forests, forests which draw the water from the air and 
hold the soil on the earth. In the name of Freedom people 
have been drawn here by false promises of gold in the streets, 
to work and sweat in mines, treated like peons. In the name 
of Freedom we imported black slaves to work for free men, 
and fought a war to set them free to starve. And today, 
generations after that war, the whole south is still in pov- 
erty, settled by an agricultural proletariat, black and white, 
which lives in many places below the material and cultural 
level of the Balkans. In the name of ¥reedom part of the 
press has been given over to a debauch of sex and crime. In 
the name of Freedom powerful industries have ruthlessly 
crushed smaller competitors, and men’s labor has been treated 
as a mere commodity. 

The revolt against Freedom is a revolt against anarchy. 
Freedom has produced, men say, wealth, but it has not pre- 
duced a good society. It has made fortunes for some, and 
poverty for many. It has wasted our resources in material 
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and in men. It has turned us into a nation of speculators. 
Thus goes the case against Freedom. 

But it is Freedom itself which has produced the revolt! 
We rebel against poverty because free enterprise, and the 
free enquiring mind; modern science, plus technology, both 
of them products of the free mind, have led us to believe that 
poverty might and could be eliminated. Do you think that 
poverty will ever be eliminated in a world organized like one 
vast W. P. A.? Do you think that greed alone was the 
motive power that subdued a continent, netted it with rail- 
roads, dragged iron from the ground, spun it into steel, and 
shot it sheer fifty stories into the air to support thousands 
of tons of stone and masonry? Did greed alone wipe out 
yellow fever and small-pox and diphtheria? Was it the 
profit motive and that alone that caught fire from heaven to 
imprison light on a tungsten thread or harnessed the waves 
of the ether to propel sound, or caught a voice on a disk of 
rubber, or shot tons of metal in swift ships through the air, 
or dissolved trees into silk stockings and velvets? 

No, it was not greed. It was the human mind, restless, 
inventive, searching, untrammeled, taught to respect truth, 
believing in itself, creative, searching, and free. Harness that 
mind for two generations; subdue it to a five-year plan; 
compel it to regiment itself, and this very material world 
in which we live will slowly stop developing. 

Instead of prosperity, equitably shared, we will have 
what they have in Russia: Poverty equitably shared. Instead 
of science working always toward new syntheses, we shall 
have what they have in Germany: Science chanting hymns 
to the myths of politicians. Instead of workers, we shall 
have robots, docilely performing their thirty hours’ work for 
wages fixed by thirty-hour bureaucrats. It was not for this 
that the survivors of the Mayflower leveled the earth above 
their comrades’ graves. It was no such niggardly vision of 
security that has led men to risk their lives for an idea, and 
rebuilt the universe. 

Your problem, the problem of your generation, is to 
find some way of reconciling Freedom with Order; of keep- 
ing the creative powers of the free personality and harmon- 
izing them with the collective life which science and tech- 
nology have made inevitable. Your problem is to find a sub- 
stitute for self-interest as a driving force in economic life. 
That period of history which ended with the World War 
was committed to the belief, expressed in our country in the 
whole period from Grant to Hoover that the untrammeled 
competition of self-interest would eventually, by some eco- 
nomic law, produce the greatest good for the greatest num- 
ber. That was the economic philosophy which dominated the 
industrial revolution. Now we believe that it is a false 
philosophy. It produced great material achievements, but it 
also produced slums, waste, and the deterioration of the 
individual himself. But if we are to turn our faces away 
from that conception toward a better one, let us not think 
that we are doing so, when we are merely redistributing 
privileges without changing the spirit. 

There is a creed being preached today which says that 
if you change the position of certain classes in society, you 
change the spirit and composition of society. It seeks to 
breed in the masses of the people the very vices which we 
denounce in the successfully predatory. It tells the poor that 
they are the victims of the rich, and that their evil condition 
can be remedied by taking from one class and giving to them. 


It preaches to them that the world owes them a living. It 
tells them about their rights. It tells them nothing about 
their duties. It asks them to regard government, not as their 
own responsibility, but as a benevolent charitable institution, 
from which they may extort by votes to the limit of their 
political power. I have even heard a high official of the 
present government make the remark: “The rich have had 
their fingers in the public purse long enough. Now it’s the 
poor man’s turn.” 

Some of the people who preach this creed call them- 
selves revolutionaries. But I will tell you a secret. They are 
not revolutionaries at all. They are simply seeking to social- 
ize the evils of our society, not to eradicate them. The self- 
interest of the poor is in no way more noble than the self- 
interest of the rich. The spirit which strives earnestly to get 
the highest possible wages for the least possible amount of 
work is in no way more creative than the one that strives to 
get the largest amount of profit by unsocial means. If the 
masses rule this country in a predatory spirit, will it be a 
better country than if the classes rule it in a predatory 
spirit ? 

If your generation wants to help establish a good so- 
ciety, and a great culture, then you must find some substi- 
tute for the ideal of self-interest, which is compatible with 
human freedom. 

What do we mean by Freedom? What has it meant in 
the past, and what does it mean today? 

It is based first of all, upon a conception of people. It 
affirms that men and women are creatures of will, capable 
of choice, and capable of reason. Without the belief in rea- 
son, there could obviously be no justifiable democracy, no 
self-government, and no freedom. The basic conception of 
Freedom is in the dignity and inviolability of the person- 
ality, in the belief, if you want to put it in religious terms, 
that man is made in the image of God. A belief in Freedom 
must rest in belief in human will, and in human respon- 
sibility. 

Now, that very conception is being everywhere chal- 
lenged today. There is a reading of history which has pro- 
foundly influenced our times. According to it, men and 
women are not responsible creatures, endowed with reason, 
capable of choice between good and evil, but are wholly the 
result of material conditioning. They are, therefore, irre- 
sponsible, creatures of destiny. History, according to these 
teachings, is but the outcome of a blind inevitable struggle 
between social forces. People are not people, but masses. In- 
dividuals have importance only as they fulfill a function in 
relation to inevitable historical developments. In Russia, for 
instance, which so many people would like us to take as a 
model, men and women are taught that they are the product 
of a class; that classes develop according to pre-determined 
patterns, and that the course we must pursue is written, if 
not in the stars, in the intrinsic law of economic history. 

And in Germany people are taught that they are the 
product of a certain biological selection; that their qualities 
of personality, of virtue, or of viciousness, are determined by 
the shape of their heads and the color of their hair. Man, ac- 
cording to the German teachings, is the product of his 
chromosomes. If he is German and Nordic his personality 
is pre-determined, as it is if he is a Jew. 

Now, obviously, if we are merely the creatures of eco- 
nomic or biological forces, incapable of acts of free will, there 
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is no truth in the whole idea of Freedom. The best society 
then, is the one which most rapidly approaches the inevitable 
predicted pattern. Both systems of ideas absolve men of their 
individual consciences. A German does not have to act like 
a good man; he does not have to try to measure up to the 
image of his own ideal; he only needs to live as a good Ger- 
man, according to rules carefully prescribed. And a Russian, 
in that new community which they falsely describe as com- 
munism, does not have to hold before his eyes a God-like 
image to aspire to. He only needs to be a true and obedient 
servant of his class, and thus fulfill, not the law of God, but 
the laws of economic history. 


Now whether these ideas are true or not, you will have 
to determine for yourselves. I can only tell you that none of 
the great souls of this earth have ever believed that they 
were true. None of the great Russians ever believed it. Not 
Tolstoy, not Dostoevsky. None of the great Germans ever 
believed it. Not Goethe, or Nietsche, or in our own day, 
Thomas Mann. None of the great Greeks ever believed it. 
No great creative civilization, from Athens to the British 
Commonwealth, has ever been based on any such ideas. 


If you believe in free will, and thus in human freedom, 
a great responsibility rests upon your generation to reject 
these ideas, and to reject them so clearly that the path will 
be cleared for others after you. And if you reject them, you 
must take upon yourself the burden of freedom. For freedom 
has a corollary. Its corollary is responsibility. The free human 
being is the responsible human being. A free society must be 
a responsible society. If we are not to be governed and 
coerced by mystically endowed instruments, such as the dic- 
tator, the state, the incorporation of the popular will, or 
any of those other fine-sounding institutions, then we must 
behave ourselves, as individuals and as social beings. That is 
what William Penn meant when he said, “Men must either 
acknowledge the sovereignty of God, or they must eventually 
give subservience to a ruler.” Either man will set himself a 
model, toward which to aspire, or he will be pressed, eventu- 
ally into a model to which to conform. 


Freedom is threatened in this nation today because too 
many people have forgotten that freedom has a price, the 
price of responsible action. Prophets are abroad amongst us, 
teaching that work is in some way inconfpatible with free- 
dom; that leisure is synonymous with it. But if we can find 
nothing better to do with freedom than to vegetate and gape 
at motion pictures, why preserve it at all? We want freedom 
as plants want air; in order to grow in it. And our growth 
as free personalities is in direct proportion to the demands 
that we make, not upon society, but upon ourselves. In all 
great civilizations great numbers of men have lived, not with 
the least possible effort, but actually beyond their physical, 
mental, and spiritual means. Thus they lived in the Athens 
of Pericles; thus they lived in the Renaissance; and thus we 
shall live one day, I hope, in the United States of America. 
The Grecian urn described by Keats; the cathedrals of Co- 
logne and Chartres and Exeter, the palaces of Venice, were 
not built by workmen whose chief concern was shorter hours 
and longer wages. They were built by men, from the com- 
monest workman to the Lord above him, whose concern was 
perfection, and who, through his own love of perfection, 
knew that he was contributing to a great society. 


And in this country today are thousands of people, who 





against all the tendencies of the times, cherish that old ideal. 
They are the scientists, toiling late, seeking eternally for 
some little shred of truth to add to the great body of truth. 
They are the artists, who sacrifice what most men hold most 
dear, to create a single perfect sentence of poetry, or a single 
perfect line. They are the workmen, deferent to materials, 
proud in accomplishment. They are the mothers, devoted, 
self-sacrificing, wise. They are the teachers, staying after 
hours, struggling to pull through and pull up some recalci- 
trant child. And they are leaders, in any free society. For 
they do not invest themselves with power, but with respon- 
sibility, and society itself invests them with its appreciation 
and its love. 

There is a measure by which you may judge the good or 
the evil of almost any social program: Does it invite you to 
live below the level of your own capacities? Does a profes- 
sional or a trade union suggest to you that you key your 
achievement to the level of the least competent? Does a trade 
association suggest that you seek larger profits not by pro- 
ducing a better product more efficiently, but by cornering 
the market in it? Does the government suggest that it pay 
you not to produce instead of to produce? Does a tax pro- 
gram penalize you for improving your property and reward 
you for speculating with it? Set your faces against these 
things. There is no truth in them. You have but one gift: the 
gift of life; you have but one right; the right to live it 
through, to its fullest, and to its highest. 

Against the idea of self-interest, your youthful egos may 
pit another idea: That of self-perfection. It is a greater ideal 
than altruism, for altruism presumes that you know what is 
good for another better than he knows it by himself, and 
probably that is the reason why reformers often become such 
bigots. A people dominated by the ideal of self-perfection 
will need little reform. For it will have its own disciplines, 
the disciplines of rigorous standards, and out of such stand- 
ards we shall have a new realism, which measures social 
programs, not by shibboleths and formulas, but by their con- 
crete results. All this I say with particular earnestness to 
young women. For women, I suspect, set the tone and the 
standards of most societies. They set it by the men they 
choose to love, by how and for what they spend the family 
money, by what they teach their children. 

You go out into a world where the free mind of man 
has mastered nature, but in the struggle has forgotten 
somewhat man himself. Our generation added greatly to 
man’s mastery over the earth, the sea, and the air. Your 
generation may push ahead the greater and more eternal 
task: Man’s mastery over himself, and his own conduct. 

I welcome you to participation in this high adventure. 
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Industry Must Understand Men 
as Well as Materials 


MALADJUSTMENT IN LABOR RELATIONS 
By FRANK MURPHY, Governor, Michigan 
Before National Conference of Social Work, Indianapolis, Ind., May 28, 1937 


, 7 HEREVER we may look upon the American scene, 
it is worthy of note that in most of the countless 
activities which men pursue, efficiency is a watch- 

word and a guiding force. In our homes, on our farms, in 
the schools, in government and—most remarkably—in indus- 
try, we are constantly seeking to apply man’s inventive genius, 
initiative, and general intelligence toward the end that our 
tasks may be lightened. We are ever searching for the 
methods by which our objectives may be accomplished most 
easily, most effectively, and with the least wear and tear on 
the human body and mind. 

It is strange, in view of widespread devotion to the 
principle of efficiency, that in one vital phase.of our industrial 
order—where efficiency in production is a virtual god—we 
have thus far failed grievously to put this devotion into prac- 
tice. That phase consists of the relationships between the two 
groups who together run industry—the employers and the 
employees. 

I need not tell you that while efficiency demands these 
relationships be peaceful and harmonious, they have too often 
been violent and antagonistic. You know, also, that for this 
violence and antagonism there is no justification or excuse— 
that riots, beatings, tear gas, and guns belong not to the 
present but to the archaic past. Employers and employees 
alike—and sometimes the public and government as third and 
fourth parties—have too often failed to realize that indus- 
trial peace is not only possible but practicable. They have 
failed to grasp or to admit the fact that the peaceful way of 
deciding their conflicts is the only intelligent and certainly 
the only efficient way. And in this blindness they have, of 
course, missed the primary truth that if peace is to rule 
their relationships it must be sought for and accomplished 
with one concerted purpose and protected with a concerted 
allegiance. 

Events of the past twelve months have brought the prob- 
lem of industrial relations to the forefront of public attention 
so forcibly that there is no need to devise an excuse for 
discussing it at a meeting of this character. The lives of all 
of us—both producers and consumers—are seriously affected 
since each of us helps pay the price of ill-will generated by 
industrial stoppages. Besides your concern as citizens in this 
problem of industrial relations, you have also a professional 
interest. It is your stock-in-trade to deal with maladjust- 
ments in individuals’ environments. Sit-down strikes and 
walkouts are, in a sense, symptoms of such maladjustments. 
Of course, they involve mass movements, rather than in- 
dividuals, and are concerned with great social forces some- 
times beyond the control of individuals. 

Some people would have us accept the naive notion that 
industrial disputes are, in the main, caused by agitators who 
are the agents of sinister foreign powers. They attempt to 
discredit the leaders of labor unions by calling them “dan- 
gerous alien radicals,” in the face of the fact that many of 





those same leaders are members of respectable, solidly Amer- 
ican families. They tell us that if these leaders were to be 
put on a ship, taken beyond the three-mile limit and sunk, 
there would be no more sit-downs or walkouts—that peace 
would prevail in industry. The persons who utter these fic- 
tions either cannot or will not appreciate the fact that, 
allowing for the undoubted presence of a few selfish and 
insincere members in the labor unions, there is back of them 
a substantial mass movement based on natural causes. 

No one at all cognizant with social problems will 
seriously deny that this is true, any more than he can accept 
the feeble and unjust interpretation of those who would 
blacken the unions by labelling their leaders with hackneyed 
epithets. Let us look at the reasons why we cannot honestly 
believe this interpretation. 

In a generation we have transformed the character of 
American life. We have created a complex urban community 
with its concentration of population in small areas and its 
accompanying problems of housing and poverty such as those 
presented by the multitudes of tenement dwellers. We have 
created large industrial establishments where thousands of 
workers are subject to control by one directing head, and 
where they have scant opportunity to express individual 
initiative in their work. For the masses of workers, creative 
craftsmanship has been replaced by machine precision, uni- 
formity, and monotony—a dreary triumvirate of forces which 
combine to make of the individual a sort of infinite nothing 
in the face of mass production. 

We have created the vast modern corporation with 
ownership separated from management, thus breaking that 
intimate personal contact between the worker and his em- 
ployer which is 2 primary virtue of smaller establishments. 
We have substituted for this intimate relationship thousands 
of stockholders who have little knowledge or interest in the 
product of their company or the conditions under which it 
is produced. We have created professional management but 
have too often diminished its true value by placing the cor- 
poration’s finance and banking policy above its concern for 
production tactics and employee relationships. 

We have likewise made it possible for corporations to 
acquire power often greater than that possessed by govern- 
ments. We have permitted the concentration in the hands of 
a few individuals representing vast organizations the power 
to control basic policies of production, finance, and—what is 
more important—employer-employee relationships. 

We have created the machine which, with all its so 
obvious blessings, has brought new and trying problems and 
has furnished new cause for conflict in industrial relations. 
True, it has given us higher standards of living, increased 
production of goods to meet all our physical needs, reduced 
hours of work, and lightened the burden of working men 
and women. But, at the same time, the machine has made 
the workman’s job less secure. Economists and social scientists 
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may talk about its long-run advantages, but its short-run 
maladjustments have had devastating consequences upon mil- 
lions of individuals. 

These are the great social forces which have molded 
our economic and industrial environment and transformed 
the economic and industrial picture. They have changed the 
ways of making a living. In the debate as to whether they 
have been a boon to society or a bane, I choose to be on the 
side of the optimist, for it seems inevitable that what is done 
to enlarge and improve production for human use will in 
the end improve man’s estate. But I choose also to emphasize 
that their existence places on us the heavy responsibility of 
making appropriate adjustments in human and institutional 
relationships. 

The problem of industrial relations is, in brief, the 
problem of wages, speed, hours of labor, opportunity to ex- 
press creative craftsmanship, fear of job insecurity, industrial 
ill-health, a fair chance of promotion based on merit, pro- 
tection against petty and unreasoning tyranny, mutual self- 
respect, and defense against the detestable institution of 
industrial espionage. It is a problem of allowing men to live 
with the dignity they, as human beings, deserve. 

We cannot permit ourselves to be deluded into thinking 
this problem consists simply of strikes, for strikes are only 
an index of the status of industrial relations. Essentially, it 
is a problem of the daily adjustment of a person to his occu- 
pational environment, for when such adjustment takes place 
imperfectly unrest is sure to follow. It is the accumulation 
of hundreds of unventilated grievances, each one of little 
moment in itself, but all together sufficient to create a pool 
of pent-up emotions, which will eventually precipitate a 
strike. 

It is a sad commentary on industrial leadership that the 
inventive genius and resourcefulness which produced the 
modern machine, the skyscraper, the automobile, is far behind 
the times in dealing with the problem of industrial relations. 
The testimony on industrial espionage recently gathered by 
a U. S. Senate Committee, showing how extensively many 
corporations have relied on spying as a method of preventing 
labor unrest, indicates a fundamental lack of understanding 
of human relations. The institution of the company store 
suggests a similar lack of sympathy with human desires. Such 
devices for dealing with labor problems obviously differ 
sharply from the careful, scientific research and investigation 
which industry employs in formulating its production, mar- 
keting, and purchasing policies. It is evident that industry 
must learn to know men as intimately as it knows materials. 

For example, before passing judgment on the principle 
of collective bargaining, industry should realize that a worker 
will not delegate a power to some one else if he can do it 
better himself. Collective bargaining represents a power dele- 
gated by the workers because as individuals they have been 
ineffective in protecting their so-called rights. The latter fact 
suggests powerfully that collective bargaining is here to stay. 

We can agree, I believe, that despite ominous pre- 
dictions to the contrary, the present wave of industrial dis- 
putes represents merely a normal reaction of working people 
to economic insecurity. They are giving vent to the repressive 
effects of five years of depression and the fear of insecurity. 
They don’t want it to happen again. They are asking a 
share in the control and determination of working condi- 
tions. The sit-down strikes and the renewed vigor of union- 
organization work are merely indications of their desire 


to employ more effective techniques. With these they are 
reaching out successfully into new industries. But the recent 
strikes signify nothing new in terms of what labor has been 
striving for since the beginning of the century. The public 
clamor for legal restraint and control of labor organizations 
and employees is undoubtedly due in large part to the un- 
usual turmoil and strife of recent months, rather than to 
any extraordinary change in the attitude of labor. 

Unfortunately, recent strikes becloud the fact that in a 
considerable numiter of American industries, stability has 
actually been achieved through orderly processes of collective 
relations. Working conditions have been set forth in trade 
agreements in the railway, coal, clothing, and printing in- 
dustries, to cite but a few. These agreements have set up 
orderly procedures for the conduct of relations between sev- 
eral million workers and their employers. Strikes take place 
only after long established machinery has broken down. Dis- 
putes and grievances, which are inevitable wherever human 
beings are involved, are aired in discussions around conference 
tables rather than in battles along picket lines. They are then 
enforced by customary precedent and mutual self-respect. In 
this way some great corporations have gone about their busi- 
ness of producing goods and services without a major stop- 
page in a quarter of a century. As a democratic process for 
controlling working conditions this peaceful technique has 
built up a common and statute law of industry with its own 
bill of rights and “constitutional” guarantees. 

The American public, through legislation, has tended 
to recognize the social desirability of collective bargaining. 
By implication it has said that the individual worker is not 
quite able to protect himself against the vagaries of industrial 
competition, and that wages, hours, promotion, and lay-offs 
can best be determined with workers acting in concert. Such 
legislation as the Railway Mediation Act, the Norris- 
LaGuardia Anti-Injunction Act, and the National Labor 
Relations Act is evidence that the public believes industrial 
peace and social order can best be attained by encouraging 
workers to organize. 

These laws, therefore, seek to remove from the statute 
books restrictions which hamper the free organization of 
labor and to eliminate interference by employers or by courts. 
They seek in effect to write into public policy the theory 
that industrial peace can be achieved most readily if there is 
a balance of power between labor and capital. A great pre- 
ponderance of industrial power on one side or the other has 
never made for longtime stability except on the basis of ex- 
ploitation and coercion. The history of industrial disputes in 
this country and abroad indicates that collective arrange- 
ments are most successful in industries where both labor and 
capital have been effectively organized. If, therefore, the 
present drive to organize labor results in equalizing the status 
of workers and their employers, we will unquestionably be 
far along the road to industrial peace. 

Today, many look with dismay upon the encouragement 
which is being given to labor organizations. They fear it 
will result in shut-downs of great industries. They fear for 
the consumer, thinking he will be forgotten in the collective 
bargaining processes between labor and capital. They fear 
likewise a further disintegration of the competitive forces 
which in the past have been relied upon as a stabilizing 
element. 

In some of these observations there is no doubt much 
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organized, it may be necessary for public authority to assert 
itself in a positive manner to protect the consumer. Already 
we see evidence of this in the appointment of a consumers’ 
representative to cooperate in the control program of the 
coal industry. This is a new field of experimentation in social 
control, but we may need shortly to extend it to industries 
even less directly affected by consumers’ interests. 

I am little disturbed by the effect collective bargain- 
ing agreements may have upon competitive processes. We 
long ago ceased to rely exclusively upon competition as a 
regulator of our economic life. The free operation of com- 
petitive forces has for years been restrained by trade associa- 
tions, by monopolistic practices, by so-called “gentlemen’s 
agreements,” by government regulations, and by the opera- 
tion of collective bargaining itself. These forces are not 
new. They have been in the making for a generation. In fact, 
we have tried te curb them through our anti-trust laws, but 
in this attempt we have not been too successful. 

Briefly, we have incorporated into our complex economic 
system a large number of institutional checks on the opera- 
tion of free competition. It is my belief that the future trend 
of government will be in the direction of keeping these in- 
stitutions under control rather than of outlawing them or of 
removing the restrictions which inhere in them. 

If this analysis is correct, what, then, should be the gov- 
ernment’s part in the control of industrial disputes? 

From what I have already said, a hands-off policy is 
apparently indefensible. Modern economic living is highly 
interdependent. Industrial processes and relations are sym- 
pathetic and sensitive. A dislocation or shutdown in a major 
industry affects almost at once the jobs of thousands of 
workers in supplementary industries hundreds of miles away. 
The government cannot long continue to view such a situa- 
tion in the role of a mere observer. Sooner or later circum- 
stances will compel it to take an active part, for modern life 
is industrial life, and when that stops the very existence of 
social institutions is threatened. 

On the opposite extreme it is proposed that industrial 
disputes which lead to strikes, lockouts, picketing, and simi- 
lar types of conflict, are simply manifestations of the law 
of the jungle—in modern society. We long ago ceased to 
endorse that method in disputes between individuals. The 
duel as a means of settling grievances of a personal or eco- 
nomic character is proscribed in all civilized jurisdictions. 
We take our problems to a court of law and abide by the 
findings of a judge and jury. Why not do likewise in disputes 
involving industrial relations? 

Many serious-minded persons are so urging us. They 
point to the inevitability of conflict, to the great social 
hazard of conflict. They suggest that a strike is social dyna- 
mite, likely to explode at any time and upset not only the 
contestants but our whole economic structure. In an enlight- 
ened and progressive society, they say, there is no justification 
for resort to the rule of tooth and fang. They contend, there- 
fore, that we should prohibit strikes and lockouts. In a word, 
they declare that where agreement is impossible, the con- 
testants should be required to take their case to court and 
abide by the findings of that tribunal. Any method short of 
this, we are told, expeses the public and the consumer to 
unnecessary and unjust deprivation of peace and comfort 
and introduces a potent threat to the safety of the social 
system. 


While the justifications given for this proposal are per- 
suasive, it has limitations so grave that I am unable to 
endorse it. Other nations which have tried compulsory arbi- 
tration of industrial disputes have not found it successful. 
In our own country, the experiment in the State of Kansas 
between 1920 and 1925 ought to convince us of the futility 
of reliance upon the police or the edict of a court to enforce 
industrial peace. My objection to compulsory arbitration is 
that it is neither feasible nor practical to enforce a court 
order which runs counter to the opinions or sense of fairness 
of great masses of people. Court orders do not produce goods. 
They do not mine coal or run trains. When they are unen- 
forceable because of the physical impossibility of imposing 
penalties on all who participate in violating a court order, 
the flames of conflict are fanned and respect for authority 
is broken down. 

In addition, the very nature of the process of compulsory 
arbitration may actually retard the development of voluntary 
procedures. Either side, failing to gain its end and through 
conciliation, would be tempted to delay agreement in the 
hope that a court of law would issue an order in accordance 
with its point of view. 

When logically pursued, compulsory arbitration of labor 
disputes would seriously restrict many basic constitutional 
guarantees. The right to quit work for any reason at all, the 
right of free speech, and the right of assembly might easily 
be curtailed, since the exercise of these rights might conflict 
with a court order holding strikes illegal. You will, perhaps, 
be interested to know that we in Michigan came through 
strikes of unprecedented magnitude without the suppression 
of a civil liberty or the loss of a life. 

Finally, it is extremely probable that this method of 
dealing with industrial disputes would place our political in- 
stitutions under an intolerable strain. Labor and capital, 
having placed their fate in the hands of courts and judges, 
would become active contestants for the control of govern- 
ment in order to appoint the members of the judiciary. An 
indication of this is the fact that the attitude of labor in other 
countries toward compuisory arbitration has frequently varied 
according to the degree of control it possessed over govern- 
ment. Where such control has been great, labor has been 
less opposed to compulsory arbitration than where it has been 
insignificant or absent. 

We are being urged from many quarters that, since 
labor organizations are coming to wield great power over the 
lives of workmen, and over the operations of industries, they 
ought to be held fully responsible for their acts. There has 
been a great ado about proposed legislation providing for the 
incorporation of trade unions, for public supervision of union 
elections, for registration of union officers, for making them 
suable in the courts, for requiring that their books and mem- 
bership lists be a matter of public record. 

It is axiomatic, of course, that responsible leaders of 
responsible labor organizations should be accountable for the 
acts of such organizations. Irresponsible leadership has done 
labor more harm in the public mind than all the attacks of 
employers’ associations. Labor must learn to discipline its 
forces, to hold in check impractical or untimely demands. It 
must grow to appreciate its place in the industry and the 
place of the industry in the economic system. Its demands 
must be consistent with the industry’s competitive position. 
It must be industry-conscious as well as labor-conscious, and 
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must learn to look upon employment as a mutual enterprise. It 
must realize that cooperation is a joint and not a one-sided 
affair. It must keep its agreements inviolate. Only by scrupu- 
lous adherence to such a program can labor become an active 
and constructive force in industry. If labor’s leaders fail in 
these respects, the public demand for restrictive legislation 
will surely be irresistible. 

Labor organizations have, generally, opposed proposals 
which aim to restrict their activities. The recent disclosures 
before the Senate Committee investigating industrial es- 
pionage reveal the basis of their fears. Incidents are common 
where representatives of spy agencies have been elected to 
important positions in trade unions and performed the dual 
functions of union official and “agent provocateur.” 

In considering the merit of proposals for controlling 
labor organizations, even their proponents must concede that 
the analogy between the incorporation of trade unions and 
of a business producing, let us say, steel, is not perfect. A 
union’s assets consist of the good-will of its members and 
such funds as it may have with which to pay strike benefits 
or to maintain its staff. The property of a corporation, on 
the other hand, consists of buildings, machines, materials, 
and other highly tangible assets. An injunction tying up the 
corporation’s liquid funds does not close its production opera- 
tions. But a court order which ties up the union’s funds 
absolutely disables it} preventing the performance of its 
functions during the period of the injunction. 

Moreover, the law as it applies to labor disputes, despite 
clarification in recent years, is highly uncertain in character. 
Courts do not agree whether picketing can be peaceful, and 
even if peaceful, whether it can be legal. They are clearly 
at variance whether a strike for a closed shop is intended to 
benefit labor or injure a third party. In some states such a 
strike is legal, in others illegal. The problem is enormously 
complicated when, in a single state, some judges hold a 
strike to be within the law, while others declare it to be 
illegal. In many areas, therefore, the legality of a trade 
union’s activities depends largely on the viewpoint of the 
judges involved in a particular case. Because of this uncer- 
tainty of its legal rights and status, labor does not approve 
incorporation which would make it suable. Possibly, after 
we have extensively clarified our labor law and a greater 
balance of strength between employers and workers has been 
attained these objections will be removed. 

I doubt, finally, that much progress can be made toward 
industrial peace by means of repressive legislation. The ex- 
perience of other countries should serve in some measure as 
our guide and it is significant that democratic states in general 
have not resorted to this method. 

What positive réle, then, can government assume if it is 
to aid in settling industrial disputes? 

1. It seems to me, that, first, it should be a fact-finding 
agency. It ought to have all the facts pertinent to each dis- 
pute, to make possible an intelligent public understanding 
of the issues in controversy. It should sift the conflicting 
evidence, the controversial data, and get at the truth insofar 
as it is possible to ascertain the truth in a conflict involving 
not only facts but emotions. 

2. The government’s function ought to be that of a 
mutual friend and intelligent moderator. On its own initia- 
tive, or at the request of either or both parties, it should 
enter the arena to aid in the search for those formulas upon 


which peace can be built. Nothing dispels suspicion so quickly 
as a discussion of the issues. Nothing makes for better mutual 
understanding and self-respect than the give and take which 
inevitably comes from the comparison of the problems which 
face both labor and industry. Let me call to your minds the 
picture of Mr. Chrysler and Mr. Lewis, of Mr. Lewis and 
General Motors, exchanging opinions over a conference 
table on the individual and mutual problems of auto workers 
and their employers. Fortunately, employers have been chang- 
ing the attitude that there are many issues which “are not 
subject to discussion.”” The two parties must appreciate their 
respective responsibilities and find that meeting ground upon 
which mutual confidence and understanding can be obtained. 

3. The government must also be prepared to take its 
place as an active participant with labor and employers in 
finding a solution. Its attitude must always be impartial. 
Its influence must always be in the direction of moderating 
the attitudes and demands of the two parties. Its view must 
always be the public view. The government must insist on 
peace and orderliness. It must insist on the building up of 
mutual self-respect. To these ends, the public must be repre- 
sented by continuing agencies specializing in the problems of 
industrial relations. These must cover the entire field from 
fact-finding to mediation, conciliation, and, if necessary, aid 
in creating the machinery for voluntary arbitration. Govern- 
ment must make available at all times the most effective pos- 
sible kind of mediation agencies. These must be set up on the 
basis of each industry if necessary, as well as on a geograph- 
ical basis. Every measure and method of conciliation and 
mediation must be at hand, always in the name of impartial 
government. 

First and last, we must all remember that industrial 
peace is no easy goal. It will be achieved only when industry 
and its leaders realistically face today and tomorrow and 
forget the past which trained them to resist instead of to co- 
operate; when labor and its leaders courageously assume the 
great responsibilities which are theirs; and when government 
properly exerts a positive, enlightened, and constructive in- 
fluence. 

In doing its part, government can never afford to forget 
the lesson of history. It cannot safely follow the example of 
those governments whose attitude towards the people has 
been indifferent, negative, or destructive. It cannot resort 
to the use of force and violence, for these are easy, super- 
ficial methods that imperil not only the disputants in a con- 
troversy but government itself. We must remember that 
government is a fragile, tenuous thing—held together by 
something spiritual. If it is hateful and oppressive, it is useless 
and people recoil from it. To be useful, it must always be 
the great friend—kindly and understanding, firm and con- 
structive. 

The present situation in industrial relations presents an 
incomparable opportunity for enlightened government to show 
its worth. The need for sound judgment and insight is more 
profound than at any time in the past, for we have no suc- 
cessful pattern for dealing with industrial disputes. A proper 
appreciation of the forces involved, a proper understanding 
of the issues in the conflict will show that the peaceful way 
is the right way. In time, as these are achieved, the parlia- 
ment of industry, embodying the intelligent, peaceful methods 
of democracy, can and will result from self-organization and 
mutual self-respect. 
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The Stuff of Life 


OUR TALENTS AND THEIR CARE 
By KARL T. COMPTON, President, Mass. Institute of Technology 
Baccalaureate to Class of 1937, M. 1. T., Boston, June 6, 1937 
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HATEVER may be the facts or theories of the 

\ eternal life, one thing is certain: Each man’s achieve- 

ment and influence leave a permanent mark that will 

Jast as long as the human race endures—a mark impressed on 

the physical, intellectual, and spiritual qualities of all suc- 
ceeding generations. 

One of my friends, an astronomer, has used the fol- 
lowing physical analogy to this aspect of immortality: Some 
combination of circumstances—perhaps a collision between 
two stars or a sudden outburst of internal energy, suddenly 
raises a distant star to bright luminosity, lifting its atoms 
into excited states from which they gradually subside to their 
normal states with emission of their characteristic spectra of 
light. After a while the star has cooled down again and the 
atomic activity has subsided. We might say that the atoms 
came to life for a brief period, and then died. But an astrono- 
mer on this earth, millions of years later, notices the sudden 
burst of brilliance in this star and reports the discovery of 
a Nova. He studies its light with a spectroscope and finds 
there the complete record of the activities of these distant 
atoms as they lived and worked and died millions of years ago. 
And if there should be another astronomer on some still more 
distant planet, he will read the same record perhaps another 
million years hence. These atoms lived their span of activity 
and then settled down to the inertness that is like death, but 
their energy is not lost, and the record of their lives passes 
on and on through space forever. 

So with your lives and mine; our accomplishments and 
our influence, as they are created during the days which still 
lie ahead of us, will build up those complex but definite pat- 
terns which, for better or for worse, will filter down through 
all future generations as Karl Compton or John Smith— 
probably forgotten by name and merged with a myriad other 
influences but, like the spectral energy, still living. 

It is this thought of the vast importance of the years 
ahead of each of you, the importance of your own personal 
happiness and the importance of your influence on all eternity 
that gives me the feeling of inadequacy at this hour. For in a 
certain measure I now speak for your parents, your teachers, 
and all others who have tried to help you to develop the 
character, knowledge, and skill that form the equipment with 
which you will now proceed to carve out your destinies. 

As a basis for my remarks I have chosen the parable 
of the talents, as recorded in Matthew 25; 14-30 and es- 
pecially the text: ““Well done, good and faithful servant, thou 
hast been faithful over a few things, I will make thee ruler 
over many things. Enter thou into the joy of thy Lord.” 

The application which I would make of this story is to 
put you in the place of the servants and to liken the nobleman 
to the world—to society if you please, and the environment 
in which it lives. For you are a part of the world’s organiza- 
tion, subject to the laws of nature and to the laws imposed 


by society. From the world you have received certain talents, 
some ten, some five, some one. These talents are the possessions 
with which you are endowed and, whether you wish it or not, 
they are responsibilities for which the world will hold you 
inexorably accountable. 

What are these talents, these possessions of yours, which 
comprise your opportunities and define your responsibilities ? 

One talent is your personality. Without effort or desire 
on your part you have been endowed with a certain physical 
appearance, physical strength, native mental ability, and ner- 
vous temperament. These have come through heredity as the 
result, in your individual case, of an infinitely long back- 
ground of marriages and of social influences involving the 
complex interplay of biological reproduction, the character 
and efforts of every one of your long line of forebears, the in- 
fluences of all their associates, the forces of nature in disease, 
food, climate, and accident; wars, and political factors. All 
these things have played their part in determining the basic 
personality with which you were endowed when you entered 
this world. 


Then, after your birth, there have been powerful factors 
of environment which have left their indelible mark on your 
personality. As an infant was there difficulty in finding a 
satisfactory food formula? Were you nervously overstimu- 
lated or the reverse? In childhood did you have a severe’ shock 
or fright? Did you happen to have a group of older play- 
mates who bossed you around and created in you an inferior- 
ity complex, or younger ones to whom you were the king-pin 
and so developed a swelled head? Has your early environment 
been such as to develop in you a strong sense of responsibility 
for worthy causes, welfare of others, unselfish ideals—or has 
it focussed attention on “me, us, and company,” out for 
No. 1? All such factors of environment have been added to 
the factors with which you were endowed at birth to con- 
stitute this important talent of personality. 

A second talent is your wealth, consisting of those things 
external to yourself which may be an asset to you in your 
careers. These include your bank account and other actual or 
potential financial resources; they include also your group 
of friends and acquaintances, your family or business con- 
nections ; among these assets are your diploma from M.I.T. 
and the prestige and support of its alumni body, its place- 
ment bureau, and the friendly interest of your professors. 


Still another talent is the knowledge which you have 
acquired through experience and study. As in the other cases, 
each of you has his own particular amount and kind of knowl- 
edge. Some of you have had wider experiences than others, 
some have studied harder, you have concentrated and at the 
same time broadened your knowledge in different fields, some 
of you have the more retentive memories, others may have 
more highly developed powers of association and reasoning. 
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But, however these things may be, each one of you has today 
his own particular talent of knowledge. 

Of the other talents which might be mentioned, I shall 
refer to only one more, your skill. For while you have been 
acquiring knowledge, you have also been developing skill in 
its applications. Some of you have acquired especially the 
techniques of expressing your ideas in architectural design, 
others in engineering design, others in laboratory manipula- 
tions, and still others in business practices. Many of you have 
gained some degree of several of these techniques. I hope all 
of you have also developed some supplementary skills in 
speaking and writing and in some avocational lines like ath- 
letics, music, dramatics, debate, and art. To a greater or 
less extent each of you has some skill in dealing with people— 
in the important art of human relationships which includes 
tact, judgment, and the social proprieties. 

So, like the nobleman in the parable, the world has given 
you each your talents. We may start from this graduation 
week and say, here are your talents as they are today; what 
next? 

What next? Well, you have the talents; what are you 
going to do about it? You may reply: “That is my business, 
I'll do as I please with them.” Or you may answer, “I wish I 
knew”; or, “I want to do the best that I can with them”; or, 
“T have a job with XYZ Company, and I’m going to put 
forth my best effort and get ahead.” But whatever your ideas 
in the matter may be, let me call attention to a very important 
point: after a time the nobleman called on his servants for 
an accounting of their stewardship, and dealt with them 
austerely in accordance with their performance. 

Just so, the times will inevitably come when the world 
will call on you for an accounting of the manner in which you 
have handled your talents. I don’t know when or how this 
call will come. It may come through illness, when you will 
succumb or recover depending on the manner in which you 
have cared for your health. It may be when you propose to 
the lady of your choice and she will decide in accordance 
with the appeal of your personality and her respect for the 
way in which you have used your opportunities. It may be 
when your employer has to decide whether you are to be 
chosen to fill a fine position, or left in a mediocre one, or 
fired. It may be when you are faced with a temptation to do 
some dishonorable or illegal act. Almost certainly it will be 
all of these situations in which, from time to time, the world 
will demand an accounting from you, and your fate will 
depend thereon. You may not be conscious that this is happen- 
ing, but I think it fair to say that every critical point in your 
future career will be like the nobleman calling his servant to 
render a report on the use of his talents, and the result of 
this crisis in your affairs will be his judgment of your stew- 
ardship. 

Just as some of the servants put the talents entrusted 
to them to work in business, so that they would earn divi- 
dends, so your talents of personality, worldly possessions, 
knowledge and skill can increase or not depending on how 
you use them. If you invest them wisely, you can increase 
and improve them. If you neglect them, you will be like the 
wicked and slothful servant, and you will suffer an analogous 
fate. You can do even worse—you can lose your talents 
through abuse or through letting them deteriorate. I have 
often wondered why Jesus did not add another example, by 
describing a servant who was even more blameworthy than 


the one who wrapped his talent in a napkin and hid it in the 
ground. For one of the servants might have misappropriated 
the talent and spent it on himself, or gambled or invested it 
carelessly so that part of its value was lost. 

Any or all of these things have their direct analogies in 
the way you can use your talents. For example, your per- 
sonality can be improved by good reading, good associations, 
hygienic living, and continual effort to develop good habits. 
Or it can degenerate through licentious practices, careless- 
ness, and neglect. Selfishness and lack of active interest in 
groups or movements or ideas larger than yourself is prob- 
ably the most common cause of degeneration of personality. 
But the important point is that the direction in which your 
personality will change from now on, for better or for worse, 
is very largely within your own control. What you have today 
the world has largely given you; what you will have made of 
it when the world calls you to account is up to you. 

Similarly knowledge and skill are talents which can be 
extensively developed if you set yourself to the task. Some 
students have the mistaken idea that, after graduation, they 
quit learning and begin to practice. | have heard alumni say, 
“No, I know nothing about that subject; 1 have never had a 
course in it.” I have even noticed some tendency of the fac- 
ulty to crowd more and more subject-matter into the curric- 
ulum as if on the assumption that, if this cannot be inserted 
into the students’ brains before graduation, they are doomed 
to go through life with large sectors of unfortunate ignorance. 
But the real fact is that graduation should be no such sharp 
break as this. To be sure, you have acquired a little knowledge 
and skill—enough to carry you out into the world to do some 
little jobs of minor importance and make the beginning of 
earning a living. But you have only just enough to start out 
with. There is an infinite lot for you still to learn, and your 
college career is no blessing unless it has done two things far 
more important than giving you the knowledge and skill 
which you now possess: one of these things is some realization 
of how much there is still to learn, and the other is a train- 
ing and an eagerness which will keep pushing you ahead 
continually to extend your knowledge and improve your skill. 

This is no hypothetical point which I am raising; it is 
a very realistic one. A couple of years ago a committee of the 
Engineers’ Council for Professional Development made an 
exhaustive survey of the habits of some thousands of young 
engineers in the metropolitan district of New York. These 
were men recently out of college who had not yet attained 
the rank of professional engineers; they were still in that 
zone of their careers where success, mediocrity, or failure 
were being largely decided. The survey inquired into what 
they were doing to improve themselves professionally or to 
make themselves more valuable in their jobs. Were they en- 
rolled in any formal courses of study? Were they habitually 
reading the journals of their profession? Were they doing any 
reading or study to enlarge their grasp of their fields? Were 
they devoting any time, after hours, to a study of their em- 
ployer’s business or his problems? Did they have any plan 
of improving themselves? Were they engaged in any type of 
altruistic service? 

I must confess that the results of this study were dis- 
heartening, for it showed far too many in the category of 
that servant who simply gave back to his master that which 
was his—young men who worked the appointed hours on the 
job and drew their pay, and beyond that were making no 
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effort to increase their talents. Such men constitute the great 
inert mass of mediocrity; they become like cogs in a wheel, 
going round and round and never getting anywhere ; perform- 
ing some useful functions to be sure, but not living up to 
their opportunities and therefore, by any exacting standard, 
moral failures. 

You may have noticed that I have not mentioned “char- 
acter’ thus far, and perhaps you would think this surprising, 
for is not character at the very top of the list of talents with 
which we are endowed? I am going to suggest a definition of 
character: “character is the manner in which we improve 
our talents.” Certainly we can agree that the man who con- 
tinually improves his personality, his knowledge, his skill, 
and his worldly possessions is a man of strong character; 
while conversely a man who allows them to stagnate or de- 
teriorate is of weak character. 

It is a trite saying that every opportunity carries with 
it a responsibility, but this cannot be too strongly emphasized. 
Perhaps if each of us had manufactured himself altogether 
out of nothing by his own efforts, and came back to nothing 
in the end, he would have no ‘responsibilities, except to him- 
self. A man cast on a desert isle, alone, without possible hope 
of rescue or survival would have little social responsibility 
except to his own soul; yet even here is the possibility that 
explorers many years later might come upon the traces of 
his courageous struggle for survival and preserve the record 
for the inspiring annals of strong character. But presumably 
each of us will live our lives in contact with other people, and 
leave our mark on posterity, as I indicated in the beginning. 
Each of us is a link in a chain, or rather in a chain-web, that 
stretches from the beginning to the end of time. We are en- 
gineers enough to know that the failure of one link will set 
up a concentration of stresses that will endanger the safety 
of that whole region of the web. So the failure of any one of 
us, whether through carelessness, lack of preparation, poor 
judgment, immorality, or what not, will put a strain on 
society that will imperil others. 

It is undoubtedly for this reason that society has de- 
veloped in such manner as to exact from every member, in 
one way or another, an accounting for his stewardship; it 
holds him responsible for his use of opportunities; it has de- 
veloped a great variety of rewards and punishments, some 
quick and obvious, others slow and insidious—but sure. You 
recall that the nobleman was described as “a hard man,” 
reaping where he had not sown, gathering where he had not 
strewn. Just so the world is likely to be a hard taskmaster, 
often seeming unjust in the severity of its penalties, visiting 
them, as you recall it, even unto the third and fourth genera- 
tion of those who transgress its laws. 

In infancy, parents and all the world protect us. In 
childhood also every effort is made to give each one of us 
the best possible chance. In adolescence the world is not quite 
so indulgent, but it does give opportunities to promising 
youngsters to demonstrate and develop their fitness for im- 
portant roles in life. But there comes a time when the world 
becomes harsher, when the young bird is pushed out of the 
nest to fly or fall, to find its food or starve. You young men 
are at this stage. Up to this time the world has been giving 
you your talents; from now on it expects you to put them 
to use. And it will be a hard taskmaster and a severe judge— 
often ruthless and even seeming unjust in its penalties. To 
be sure, your relatives, classmates, and your college will still 


try to be helpful—as also will many social, religious, and 
professional agencies. But even these will become more crit- 
ical and discerning. For example, our placement office may 
have to report: “We are sorry, but we cannot recommend 
this man. He has shown that he cannot take responsibility ; 
or his knowledge and skill are not up to your requirements; 
or his personality is such that he would be a sore spot in 
your organization.” And the other extreme also exists, “for 
to him that hath shall be given, and from him that hath not 
shall be taken away even that which he hath.” The man 
who has really shown the ability to make his ten talents earn 
another ten talents—whether in finance, construction, re- 
search, teaching, sales, art, or any other useful field, will find 
opportunities beyond his expectation. 

So we must face this situation. Parents are indulgent; 
teachers try to help; but the world is not indulgent and no 
excuses are accepted—only performance. Society has set up 
helps, but not indulgences, such as libraries, hospitals, exten- 
sion lectures, and now certain new degrees of social security. 
It has done these things through religious and altruistic 
organizations, professional societies, state and federal gov- 
ernments. But, by and large, man sinks or swims by his own 
efforts. 

And now let me pass to another aspect of your situation 
in the world today. What is the peculiar significance of the 
fact that your talents through natural inclination and train- 
ing are especially adapted to investment in the creative fields 
of architecture, engineering, and science? To my way of 
thinking, this fact gives peculiar significance to your talents 
and responsibilities. Let me explain what I mean by quoting 
a few paragraphs of an address which I was asked to deliver 
a couple of weeks ago at the Dearborn Conference of the 
Farm Chemurgic Council on the subject, ““The Mission of 
Science: the Economic Betterment of the American People.” 

From the days of the cave man, all though history up 
to the modern era of science, there were only two primitive 
recipes for securing the materials desired for what our Presi- 
dent so aptly phrased “the more abundant life.’”” One was to 
work hard and long in order to produce more, and the other 
was to take the good things of life from someone else by 
theft, conquest, taxation, or exploitation. 

To get the good things of life by taking them from 
others is a primitive instinct, undoubtedly developed by the 
age-old struggle for existence. We have all seen monkeys, or 
sea gulls, or wolves, or pigs snatching food from each other, 
fighting to possess it, or shouldering each other away from 
the trough. When human beings carry this philosophy too 
far beyond the accepted standards of propriety, as did Jesse 
James and John Dillinger, we call them “public enemies.” 
But this same philosophy of taking what we want from 
others, by violence or trickery, or by legalized strategy and 
force has run all through history. 

It is not alone nations against nations which have fol- 
lowed this policy of seeking to profit at the expense of others. 

A speculator attempts to corner the wheat market so 
that he may reap a profit at the expense of those over whom 
he has gained dominance. A trust, in the sense of a com- 
bination in restraint of trade, attempts to use its control of 
the situation to force its customers to pay exorbitant prices 
in order that it may make an abnormally large profit at the 
expense of the public. 
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There is much of the same basic element in the doctrine, 
now popular in some quarters, that the farmers of the coun- 
try should combine together to restrict production in order 
that prices of agricultural products may rise. If this is not 
just as truly a combination in restraint of trade as was ever 
any industrial trust, my logic is sadly at fault. The differ- 
ence is that this practice by industrial combinations is illegal 
under the Sherman Anti-trust Law, whereas the farm com- 
bination in restraint of production is sponsored and well- 
nigh forced by the government—first through the unconsti- 
tutional Agricultural Adjustment Act and now by more in- 
direct means. 

There has always been a tendency for the owner of a 
business to pay his employees as little as possible, taking all 
the work he can get out of them and paying as little as pos- 
sible in order that his profits may be large. For equally nat- 
ural reasons, there has always been a tendency for workers 
to organize to force the employer to pay higher wages for 
less work—which generally results in the increased cost being 
passed on, to some extent, to the purchasing public. 

But now, in our day, science has given mankind, for the 
first time in the history of the human race, a way of securing 
a more abundant life which does not simply consist in taking 
it away from some one else. Science really creates wealth and 
opportunity where they did not exist before. Whereas the 
old order was based on competition, the new order of science 
makes possible, for the first time, a cooperative creative effort 
in which every one is the gainer, and no one the loser. 

For this reason, I believe that the advent of modern 
science is the most important social event i. all history. It 
marks the point at which men have come to understand 
themselves and the world they live in well enough to begin 
systematically to control the hidden forces of Nature to 
their advantage. Science has introduced a new approach to 


the basic requirements for a more abundant life—an ap- 
proach that is humanitarian because it does not involve taking 
things way from other people ; an approach which is construc- 
tive because it creates instead of merely redistributes. This 
is such a great step forward in social philosophy, and seems 
to be so firmly based on logic and experience, that I find 
it difficult to understand why it has received so little atten- 
tion by social reformers and political prophets. 

Of course many agencies must cooperate to achieve the 
more abundant life. Economists must develop more efficient 
methods of using and distributing our wealth. Social workers 
must find more effective ways of assisting the unfortunate. 
Government must devise and administer a more favorable 
framework of legislation within which business, industry, 
agriculture, and labor can function for the best total public 
welfare, consistent with basic freedom and happiness for the 
individual citizens. Religion and education must be more 
effective in promoting unselfishness, wisdom and finer spir- 
itual qualities in our people—individually and collectively. 
But I think no one can question that science has given a 
new basic approach to these objectives which can be of in- 
estimable benefit to mankind and whose possibilities have only 
begun to be realized. 

So, you see, your talents in the fields of science and its 
applications in arts, manufacture, and commerce, are of par- 
ticular value in the world today. Unusual opportunities lie 
in your field, and your responsibilities are correspondingly 
great. For this reason there is an increasing tendency all 
over the world to hold technology and technologists to ac- 
count. It is you, and men like you, who must use these 
opportunities so that, when the accounting comes, the world 
will say unto you, “Well done, good and faithful servant, 
thou hast been faithful over a few things, I will make thee 
ruler over many things. Enter thou into the joy of thy Lord.” 
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law enforcement by an illustration—a rather common- 

place occurrence which happened only recently in the 
Technical Laboratory of the Federal Bureau of Investiga- 
tion. In far away Alaska, a prospector was murdered. In- 
vestigative officers, reaching the scene of the crime on snow- 
shoes, arrested two suspects, one an ex-convict whose clothes 
were blood-stained, and who carried a rifle of the same caliber 
as that of the bullet which had caused the death; the other 
a young Eskimo boy who apparently had little to bring sus- 
picion upon him other than that he also had a rifle of the 
same caliber. This place was far from civilization, and it 
was impossible, from the evidence to be adduced at the scene 
of the crime, to determine whether the ex-convict’s flimsy 
story was true. This man admitted that he had fired a shot 


p ERHAPS I best can tell the story of modern scientific 


from his rifle, but said that he had shot, not a human being, 
but a reindeer, the blood of which had stained his clothing. 

In a more unenlightened time in the field of scientific 
law enforcement, a mystery beyond solution might have 
developed. However, the results in this case were vastly 
different. From the far away prospector’s cabin in the snowy 
wastes of Alaska, the evidence was hurried by dog team to 
the nearest city. There it was placed upon an airplane and 
speeded across the tundra wastes; then it was sent across the 
continent to Washington. Arriving, it reached the extensive 
workrooms of the Technical Laboratory of the Federal 
Bureau of Investigation, where are concentrated every pos- 
sible scientific apparatus for the detection of crime and the 
apprehension of offenders. Here, white-garbed men received 
the evidence for scientific study. The rifles were examined; 
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shots were fired from them to determine exactly the type of 
markings they left upon the bullets. The murder bullet 
itself was placed in what is known as the comparison micro- 
scope and matched mark by mark against bullets fired from 
those rifles. 


In another part of the Laboratory, with his test tubes and 
his chemicals, a scientist went over the clothing of the ex- 
convict, making first his tests for blood stains and then de- 
veloping these further by tests to determine whether these 
stains were caused by blood of a human or of an animal. All 
of this happened within a comparatively few hours, finally 
to resolve itself into the flash of a telegraph message back 
to Alaska where two men, one an ex-convict, the other a 
young Eskimo boy, were held upon suspicion of the murder 
of a prospector in a lonely, snowbound mountain cabin. That 
information was highly revealing, for it showed that the 
story of the ex-convict, who otherwise might have been 
unjustly returned to prison for a crime he did not commit, 
was true. The blood on his clothes was animal blood, and the 
markings of his rifle proved conclusively that it could not 
have fired the bullet which ended the life of the prospector. 
Then the Eskimo boy was brought in and faced with the 
solution of a mystery adduced thousands of miles away by 
white-clad men in a great chemical laboratory. There was 
the evidence, thwarting his attempts to lie his way out of 
his crime. He could not evade the conclusions brought about 
through the investigations made at a point across the breadth 
of the entire continent, and so he confessed that he, the young 
man who otherwise might have escaped, was guilty. 


Throughout America today, our laboratory experts criss- 
cross to criminal trials everywhere; alert, highly-educated ex- 
perts of the Federal Bureau of Investigation, in answer to the 
requests of sheriffs, police, district attorneys, and other law 
enforcement officers who have enlisted the aid of the Federal 
Bureau of Investigation in the solution of mysteries which 
otherwise had baffled them. When these men reach the 
witness stand, they carry with them the high fidelity of 
purpose and the unremitting honesty accredited to those 
who report only upon facts as revealed by microscopes, the 
test tube, the reactions of finger-print-revealing solutions, 
and other scientific apparatus. Often, in these investigations 
carried on in the Technical Laboratory, the names of sus- 
pects are unknown. The evidence or conditions surrounding 
the case in most instances are unrevealed. Here are men 
who seek the solutions of problems only as problems and not 
in the fevered heat of prejudice. Thus, they typify justice in 
its highest plane, blind justice, holding the scales to be 
weighed on the side of the innocent or the guilty only as the 
evidence presents that weight. 


Also, there was a time not so long ago when the criminal 
fingerprints of the nation could be quartered in a room far 
less than half the size of the auditorium in which I now speak. 
At that time, an offender against the law had to do little 
more than to change his name—by so doing he changed his 
identity. It was necessary for law enforcement officers to 
depend upon a system of measurements and highly fallible 
physical characteristics known as the Bertillon system. Be- 
yond this was the old, often poorly kept, often deceptive, 
and wholly incomplete collection of photographs known as 
the rogues’ gallery. 

There was no true system of communication between 
law enforcement officers of various cities, no central place 


to which they could turn for aid in their search for a wanted 
man. 


Today, in the Identification Division of the Federal 
Bureau of Investigation, covering nearly 100,000 square feet 
of floor space, encompassing row after row of filing cases, 
where work man-hunters of the microscope, there are gath- 
ered more than seven and a quarter million sets of finger- 
prints of the world’s criminals, received from more than 
10,000 contributing agencies. Thus, the entire world has 
been transformed into a tremendous nervous network, shut- 
tling its impulses of crime detection with a rapidity which 
accounts for stories of science in apprehension that would 
have amazed the fiction writer of 20 years ago. 


For instance, in the kidnaping of Edward G. Bremer 
of St. Paul, Minnesota, law enforcement officers of a few 
years ago might have been at a loss to learn the identity of 
the perpetrators and, thereby fail in their efforts to track 
them down. But in seeking out every available bit of evi- 
dence as presented in this case, a gasoline can was found, as 
a result of a search organized by Special Agents of the 
Federal Bureau of Investigation, and forwarded to the Tech- 
nical Laboratory in Washington. There, scientists, by the use 
of chemical tests, developed the fact that upon this gasoline 
can was a single fingerprint which, under the influence of 
chemicals, stood out stark and revealing. Immediately, efforts 
were transferred to the Identification Division and centered 
upon the Single Fingerprint File, wherein are gathered 
for purposes of easy identification the individually classified 
prints of each finger of more than 14,000 of America’s most 
desperate criminals. We felt that the band which had kid- 
naped Edward G. Bremer was one including vicious mem- 
bers of a desperate gang. If this were so, their fingerprints 
would be in this filing case. So the search began, through 
card after card, running onward through one file and then 
another and into a third, and there stood emblazoned the 
fingerprint which matched the one on the gasoline can. It was 
a print of a finger of Arthur “Doc” Barker, a member of 
a murderous gang of outlaws, thugs, and bank robbers 
which had pillaged and plundered throughout the Middle 
West, leaving a trail of crime and blood behind them. We 
trailed “Doc” Barker. We trailed his brother. We trailed 
their mother, who had reared them in a life of crime. We 
trailed his companions, Volney Davis, Russell Gibson, Bill 
Weaver, and others, finally to that “Public Rat Number 
One” whom we captured at New Orleans about a year ago, 
Alvin Karpis, in all bringing about the arrest and convic- 
tion or eradication by death of more than 35 men and 
women who directly or indirectly had played their part in 
the kidnaping and ‘holding for ransom of an American citi- 
zen. That, to my mind, was the culmination of a great 
adventure. 


In fact, every action of the Federal Bureau of Investi- 
gation is built upon a standpoint of scientific adventure. In 
the selection of its personnel, there is nothing haphazard. 
Every man is chosen for his peculiar ability to become a 
Special Agent of this Bureau. He is carefully selected ; scien- 
tifically trained; schooled in the science of fingerprints, 
taught how to classify them, how to find them, how to de- 
velop them at the scene of a crime. He is taught the use of 
the microscope, the importance even of dust and particles 
of earth as revealed in the cuffs of a suspect’s trousers, and 
perhaps by microscopic comparison with the dust and soils 
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of various parts of the country, to place him at the scene of a 
crime. He is taught the importance of a scientific knowledge 
of firearms, so that instead of being a “gun toter,” he is a 
man who realizes his responsibility with these firearms; the 
necessity for their remaining in their holsters until danger 
of death brings them forth in contest with the underworld. 
He is taught the science of surveillance, of surrounding hide- 
outs, of attack upon barricaded fortresses of gangdom. 
Above all, he is taught the science of tiny things and the 
importance of the correlation of these tiny bits of infor- 
mation into a comprehensive whole from which a wealth of 
evidence may be adduced. It is, I believe, largely because of 
this scientific attention to details that of the persons who go 
to prison as the result of activities by the Federal Bureau 
of Investigation, 90% plead guilty rather than elect to stand 
trial. Surrounded on every side by evidence which they 
know will convict them in court by the scientific building of 
impregnable cases, they have done a quite human thing, best 
expressed in the words of Volney Davis, the kidnapper : “Why 
should I lie to you? You know more about me than I can 
remember about myself. I admit this kidnaping. It would be 
no use for me to deny it.” 

It is this building of tiny integrals into a massive whole 
of evidence which allows the Federal Bureau of Investiga- 
tion to convict 96 per cent of all persons whom it takes to 
trial. Because of these efforts in the last three years, the 
Federal Bureau of Investigation has sent approximately 
12,000 vicious offenders to prisons for crimes against Federal 
statutes. In the pursuit of these offenders it has been neces- 
sary to pursue many of them from one end of America to 
another. As an example, I can cite the case of “Machine 
Gun” Kelly who, hotly pursued, fled for thousands of miles 
before we caught him. Again, there is the case of William 
Mahan, the kidnaper of young George Weyerhaeuser, of 
Tacoma, who eluded us for twelve months, but who finally 
fell before the steady encirclement of facts and scientific 
investigation. In case after case, the chase has been long 
and arduous and expensive, with the result that in these three 
years, it has been necessary to spend some twelve million 
dollars for the apprehension and removal from society of 
exceedingly dangerous members of the criminal world. How- 
ever, I am more than happy to state that in the spending 
of this twelve million dollars, the Federal Bureau of In- 
vestigation has been able to return in savings, in fines, in 
return of stolen goods, a total of more than ninety-three 
million dollars to the taxpayers of America. That also has 
-been a great adventure and a most profitable return to the 
citizens of the nation for their investment in efficiency. 


I hope that I have made it clear that all this scientific 
endeavor is not selfishly kept within the confines of the 
Federal Bureau of Investigation. I already have touched 
upon the efforts of the Technical Laboratory and the eager- 
ness with which it aids any law enforcement body desiring 
scientific examination into material evidence. I hope also 
that I have made it plain that the Identification Division 
is at the service 24 hours of the day of every one of its more 
than 10,000 contributing agencies. For instance, it is quite 
possible that some man may be arrested today by your local 
law enforcement agencies of Kalamazoo. He may present 
a very plausible story. He may say that his name is John 
Jones. He may say that he lives in New York. He may name 
a number of imaginary facts and incidents in an effort to 
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prove that he is only a wandering young fellow, accidently 
taken into the hands of the law. There was a time when it 
was necessary for a local law enforcement agency, to the 
best of its limited ability, to attempt to trace first of all this 
man’s true name, then his alleged identity, then his alleged 
home, and his alleged friends, and his alleged story of his 
life. Through the efforts of the Identification Division of 
the Federal Bureau of Investigation that no longer is neces- 
sary and that vast expense is done away with. 

The local officers of the Kalamazoo Police Department 
know that they have one infallible means of telling whether 
John Jones has told the truth about his possession or lack 
of a criminal career. They need only to take his fingerprints 
and forward them to Washington. Once these prints have 
reached the Indentification Division, highly trained man- 
hunters of the magnifying glass follow them into the filing 
cases, often searching as many as 400 or 500 prints in a 
minute through the use of especially constructed selecting ma- 
chines, and then we know and the Kalamazoo police know 
whether John Jones is really John Jones, an innocent young 
fellow, or whether he is a thief, a holdup man, a robber, a 


murderer, or a badly wanted convict, an escape from some ~ 


penitentiary. 
Beyond even this, the Federal Bureau of Investigation 


constantly reaches outward in its efforts to disseminate the — 


science of law enforcement. One of the greatest and happiest 
of our adventures has been the National Police Academy. 
To this school are invited forward-looking officers from police 
departments throughout America. We receive them with 
eagerness. By having these men come personally to Washing- 
ton, we can teach them that there is no magic in efficient 
law enforcement, no Sherlock Holmes’ theorizing or fictional 
deduction, but that before science all things must fall, in- 
cluding the ramparts of criminality. It has been our greatest 
pleasure that following the training of these men in which 
they are taught everything hitherto given to the training of 
our own Special Agents, they have returned to their various 
departments to become instructors of their fellow-officers, 
or to be promoted, or to be given the task of guiding the des- 
tinies of their departments as Chief or as Commissioner. 


Beyond all these adventures, we hope for even a greater 
one. That is the enlistment of every worthwhile citizen of 
America in a great coalition of a desire for education and 
advancement in the knowledge of scientific law enforcement. 
I hope the time will come when every educational institution 
will include a course in law enforcement as a part of its cur- 
riculum. This does not necessarily mean that students will 
be trained only for jobs as officers, although the greatest day 
for our nation will be when all of law enforcement is placed 
upon a career basis, with merit and ability and integrity and 
ambition as the prime requisites for an officer’s appointment. 
Supporting these men, however, there should be a knowledge 
on the part of every citizen of what good law enforcement 
consists, and to know this one should know also of what 
criminality consists, of what goes to cause crime, and of 
what ingredients municipal corruption, which so often stulti- 
fies good law enforcement, is composed. 


We are prone today to decry the immorality of youth, 
when we learn that 17 per cent of all our crime is com- 
mitted by persons of less than voting age. Rather, however, 
we should look upon the truth of this situation which is to 
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be found in the failure of parenthood to properly train the 
youthful mind into paths free from criminality. Today, there 
are in America over 4,300,000 criminals actively at work, 
plundering, marauding and murdering. There is an aggre- 
gate of over 1,330,000 serious crimes each year, which means 
that every twenty-four seconds there is a felonious infrac- 
tion of our laws, including robbery, assault, arson, or murder. 
In addition, over fourteen million minor crimes are com- 
mitted each year, not including traffic and liquor law viola- 
tions. Each setting sun leaves its final glow over a country 
supposed to be the most enlightened of all the world yet, each 
day and every day witnesses a total of 36 deaths at the hands 
of murderers. Our greatest crime in America today is our 
toleration of crime—toleration of the conditions existing 
throughout the nation which help to create a national crime 
bill estimated at fifteen billions of dollars each year. 

It should be a great adventure to evaluate properly the 
various opinions concerning parole. We have heard much of 
this subject. It is a matter of prime importance and it affects 
greatly those who may be victimized by the more atrocious 


of crimes. I am a friend of the principle and theory of parole, 
as I feel certain you are. But I believe that primary consider- 
ation should be given to the law-abiding citizens of our nation 
and that convicts, such as the Dillingers, the Barkers, the 
Suhays, and the Karpises, who could not have been made 
decent members of society, should not have been the recipients 
of futile clemency which has resulted in the payment of a 
terrible toll by innocent citizens. In all too many of our 
states the administrators of the parole systems are incompetent 
and short-sighted. The cause of our more heinous crimes, 
murders, attacks by degenerates, slayings by perversion, and 
other horrible crimes, are all too often found lying at the 
slimy doorway of inconsiderate parole. 

Life has been a great adventure for those of us who have 
been privileged to play a pioneering part in the field of pro- 
gressive law enforcement. I hope we shall continue into 
more and greater ones, and in this hope I can offer you no 
happier wish than that the same sort of adventures in good 
citizenship be allotted to you as you go forth today from 
a “Fellowship in Learning” to a Fellowship in Living. 


The Temper of Men Today 


By WALTER LIPPMANN, Special Writer, N. Y. Herald-Tribune 
Drake University, Des Moines, Iowa, June 7, 1937 


Y OWN commencement day was in the year 1910, 

and I must tell you that I cannot remember one 

single word that was said by anybody, nor, as a 
matter of fact, can I remember who delivered the various 
addresses. That is a great comfort to me today. For when 
I think of what has happened to the world since I was grad- 
uated from college I am sure I should feel less kindly about 
that unknown orator a quarter century ago if I happened 
to remember what he said. For he cannot possibly have fore- 
seen the World War and the revolutionary upheaval which 
has followed it, and I feel certain that if he is still alive he 
will be glad to hear that what he said has been forgotten. 

Still, I have learned something from this lost speech, 
and it stands me in good stead today. It is that no generation 
can foresee its own history. I did not have the faintest notion 
when I left college that I should be involved in a greater 
war than the wars of Napoleon, and during the war I had 
no idea that I should live through a period of turmoil more 
violent and more dangerous than any that civilized men 
have known for nearly three centuries. | do not know what 
the next twenty-five years will bring to each of you, but I 
can tell you this: my daily work in life has been the writing 
of comments on current events, and I have learned from 
long experience that few of the specific events which seemed 
important at the moment remained very current for any con- 
siderable period of time. 

So, I know that your problems will not be our problems. 
When, for example, in the winter of 1932 we sat on the 
edge of our chairs in the hall at Geneva waiting to hear 
the decision of the League about Japan’s invasion of Man- 
churia, there was not one man present, not one statesman 
or journalist, who dreamed that this week he would be 





sitting on the edge of his chair worrying about Spain. Why, 
in 1932, we took Spain for granted, as one of the delightful 
places we did not have to worry about. And yet, look at 
Spain now. 

So this must be my excuse for not attempting to tell 
you what the future has in store for you. I must talk about 
the past and the present. And when I think back over what 
I have lived through myself, the thing which stands out in 
my mind as the greatest change in human affairs is not the 
spectacular inventions. It is not the automobile and the 
radio. It is not the war and the four empires which it 
destroyed. The greatest change is in the temper of men when 
they deal with one another, and the only way I can think 
of to describe it is to say that, as compared with 1910, men 
have become increasingly irreconcilable. More and more men 
divide into groups which totally distrust one another, are 
unable and unwilling to talk with one another, no longer 
use the same words to mean the same things, and really 
believe that unless they conquer their opponents they will be 
conquered by them. 

No doubt these animosities reflect the seriousness of the 
problem resulting from the World War. But the problems 
themselves are easier to deal with than the spirit of the 
governments and of the people. The reason the problems are 
so difficult is not that the problems are insoluble but that . 
the people are irreconcilable. The state of the world is like 
that in a theater when a fire breaks out: the greatest danger 
is not the fire itself, but the panic of the audience, and there 
is far more risk of being trampled to death than of being 
burned to death. 

In such a situation the chances of putting out the fire 
and of saving the lives of the crowd depend upon whether 
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or not the cool-headed and practical-minded members of the 
audience are in the majority and are strong enough to control 
the others. For in any crowd there will be some who are so 
frightened that they won’t move at all and won’t let any one 
pass. There will be others who are so frightened that they 
will stampede for the exits, knocking down any one who gets 
in their way. 

In politics those who won’t move themselves, and won't 
let any one pass, are known as the party of the extreme right. 
And those who stampede for the exits are known as the 
party of the extreme left. When the irresistible party of the 
extreme left collides with the immovable party of the extreme 
right, the result is a general catastrophe for everybody. This 
is what happened in Russia in 1917, in Italy in 1922, in 
Germany in 1932, in Spain in 1936. In each one of these 
countries the people divided into a party of the extreme right 
and a party of the extreme left. In Russia, the left came out 
on top. In Germany and Italy the right came out on top. In 
Spain neither has been able to come out on top. But what 
happened in all of these countries is that there were not 
enough people in the middle, there were not enough people 
who wanted to walk to the exits rather than to sit tight 
where they were or to run wildly, trampling over the others. 

When we say that we are living in the midst of a world 
crisis, this is precisely what we mean, that the cool-headed 
and the practical-minded are not in control, that the lunatic 
fringe to the right and to the left is in charge of events. The 
surest sign of a really dangerous crisis is that the people of 
the middle are being forced to choose between one lunatic 
fringe and the other. At such times in human affairs the 
spirits of men become subject to a law very much like what 
is known as Gresham’s law about the circulation of money. 

Gresham discovered, you will remember, that if there 
is good money in circulation, say, money made of gold, and 
if then a cheaper money is also put into circulation, the 
cheaper money will drive the better money out of circulation. 
During a great social crisis something like this happens to 
men’s opinions. On the right the decent conservatives who 
wish to preserve property, but recognize that property must 
be used in the public interest, are steadily and rapidly over- 
whelmed by reactionaries who want to make property abso- 
lute. In the end ordinary conservatives find themselves sup- 
porting and following men of fascist temper. On the left 
the progressives who wish to modify the rights of property 
and remove privilege and make opportunity more equal, and 
to do all these things by democratic methods, find themselves 
compelled to go along with men of a revolutionary temper. 

When this happens the people of the middle are squeezed 
by the two extremes. If they wish to modify the rights of 
property but to preserve the institution of private property, 
the fascists call them communists, and the communists call 
them fascists. Caught between the two lunatic fringes, they 
have to make an impossible choice. They have to choose be- 
tween the frying pan and the fire. The extreme right will 
not listen to plans to reform property. The extreme left 
will not listen to plans which preserve property. 

Now I have talked with many Russians, Italians, Ger- 
mans, and Spaniards in the past twenty years, and when 
they have felt able to talk freely and frankly, and had no 
personal ax to grind, almost all of them have said virtually 
the same thing. Some of them have been communists and 
some fascists. But when they spoke their minds they would 


in effect say: ““We do not really like the party which we are 
supporting. We dislike its methods. We distrust its purposes. 
We dread the consequences and the final reckoning. But we 
have had to choose and we think the choice we have made 
is the lesser of two evils.” 

Often in these conversations I have asked them why 
they had felt that they had to choose between one extremist 
faction and the other. The answer always has been the same: 
“In my country,” they would say, “when the crisis came, the 
moderate parties, the progressives and the liberal conserva- 
tives were weak, incompetent, irresolute, and corrupt. They 
did not know how to act. They were afraid to act. They did 
not believe in themselves and, therefore, no one could believe 
in them. The liberal conservatives could not control the 
reactionaries, the exploiters, and the profiteers. The progres- 
sives could not control the demagogues and the revolutionists. 
Our moderate people meant well but they were too much 
divided, too much bewildered to be a match for the ruthless, 
ambitious, and violent men to the right of them and to the 
left: of them.” 

To my mind the restoration of the power of the middle 
parties over the extremists of the right and of the left is the 
crucial political problem of this age. We can solve no prob- 
lem unless we solve this problem. We can solve any problem 
if we solve this problem. There is no use thinking we can 
preserve the peace of the world, promote prosperity, improve 
the distribution of wealth, by submitting to the dictation of 
the right or of the left. 

For in the long run no great human problem can be 
settled except by an accommodation among conflicting in- 
terests which consent freely to a practical compromise. 
Neither the extreme right nor the extreme left believes in 
accommodation. Neither believes in compromise. Neither be- 
lieves in the solution of problems by consent. Both of them 
believe in the seizure of absolute power. Both of them believe 
in using this power to dictate the solution. Both of them be- 
lieve that the end justifies the means. Both of them believe 
that they have some kind of divine right to govern the human 
race. 

Though the right and the left hate each other violently, 
they deal with human affairs in the same way, and there will 
be no solution to the crisis of our time until the moderate 
people who are being squeezed between them rise up, assert 
themselves, declare that they will have no more of this vio- 
lence, and are prepared to assert the authority of common 
sense over the pretensions of the extremists. 

The outcome of the struggle to preserve a liberal and 
progressive civilization will depend upon the degree to which 
the moderate parties get control of the free countries and 
upon the ability of the free countries to stand together against 
violence from any quarter. Though I think we shall not see 
the end of this struggle for many years, though I suspect the 
world may still have to pass through many trials and much 
suffering, I am an optimist about the outcome of that struggle. 

For I believe that the great majority of the civilized 
people of the world are moderates, and thoroughly dislike 
the ruthlessness and arbitrariness of the extremists. I believe, 
moreover, that the countries which want a moderate policy— 
which want government by consent of the governed, which 
want a government of laws and not of men, which dislike 
personal government and arbitrary government and high- 
handed methods of governing—that these countries are much 
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the most powerful in the world, and that day by day they are 
becoming more powerful, more united, more determined that 
civilization shall not be surrendered to the indecisive violence 
of the extremists. 

I think that already, though we are passing through 
some’very dangerous times, the balance of power in the world 
as a whole has turned in favor of the moderate governments 
and the moderate parties. It has not yet turned decisively. 
The margin of our safety is still very small. But that it has 
turned, I do believe. The advance of the barbarians has 
been stopped, and in the decade to come they will, if we have 
patience and courage, be routed and subdued. 

To you who are about to be graduated I should like in 
closing to say this: you have been told, and you will be told 
again and again, that the parties of moderation are dead, and 
that you must make your choice between the party of the 
right and of the left. When you hear that, remember this: 
this choice is being offered to you by men who were young 
during the World War and have grown up and formed their 
ideas in the depression and the social crises which have fol- 
lowed that war. 

Remember, then, that after every great war there is a 
period of about thirty years in which the world is governed 
by men whose careers were wrecked by the war, by men 
filled with the spirit of war and its habits of violence. The 
war generation rules the world for about thirty years. It rules 


The Third 


the world badly. After the great wars of Napoleon Europe 
was in disorder until after 1848. After our Civil War our 
political life was dominated by the reactionary spirit of the 
bloody shirt until about 1896. In that period we created 
most of the problems of monopoly and privilege that we are 
trying to remedy today. For it takes roughly thirty years for 
the combatants to become old enough to be quiet and for a 
new generation to supplant them. 

You are that new generation. You are going out into a 
world that is still ruled by men who were unbalanced by 
the war, into a world driven to turmoil by men waving 
bloody colored shirts of the right and the left. Do not believe 
these men when they tell you that they represent the future 
of mankind. They think they do. But in truth they are the 
debris of the World War, and in the course of time, and it 
will not be a very long time now, God will remove them 
from the earth that they trouble so greatly. They are very 
fierce today. But in a few more years they will be old and 
tired men, and then mankind can and will return to a civil- 
ized way of life. 

So I say to you call down a plague on both their houses: 
do not make the choice they ask you to make. Reject it. For 
you that choice belongs to the past—to my generation, not 
to yours—and while you will have to fight your own battles, 
let no one bamboozle you into fighting the old stale wars 
of those who came before you and will soon be gone. 


New Deal 


A NEW NRA? 
By HUGH S. JOHNSON, former Director, NRA; Columnist 
Over CBS, June 15, 1937 


WANT to talk about what is contained in a cluster of 
| proposals written since the first of the year, by the 

brilliant new Brain Trust. It is sometimes called the 
Third New: Deal. It includes the Court plan, reorganiza- 
tion of the Executive branch, the wages-and-hours and agri- 
cultural bills, and the Norris proposal for seven new provinces 
for national planning. 

The first New Deal was a plan to make democracy work 
in the catastrophe of 1933, and the dangerous years of read- 
justment. It proposed to do that through the traditional 
American system without changing its form. This Third 
New Deal, when carefully examined in its entirety, seems 
to me to propose a silent but far-reaching revolution in that 
system. 

The idea of the first New Deal was to lift up the low 
places—labor, agriculture, the unemployed. It was to scale 
down the peaks in our economic structure—the unfair privi- 
leges of big business and abuses in the banking, securities, 
and public utilities systems. It moved straight toward its goals 
but it did it on a strictly American plan. 

I had the privilege of sitting in part of the planning of 
that opening effort. Never in those councils did I hear a 
suggestion of the recent European heresies, which insist 
that popular government is a failure and that the only sal- 
vation of humanity is a vast concentration of power in the 
executive branch of any government. 


On the contrary, in the chaotic early months of 1933, 
a virtual dictatorship was suggested by some of the utmost 
forces of reaction, and also by a few parlor-pinks who pre- 
dicted that Roosevelt was merely a Kerensky after whom 
would surely come a Stalin. This Administration laughed 
at both. It held that we could work out our problem within 
the framework of our institutions. 

That was the first New Déal as I saw it, as the country 
so overwhelmingly approved it, and as I believe the country 
still intends that it shall continue. 

It may be purely a coincidence. It may be an effect 
without a purpose. But no man can read carefully the legis- 
lation and communications sent to Congress since the first 
of the year, and escape the conviction that, taken altogether, 
they push our carefully-guarded democracy some distance 
toward the Fascist and Communist experiments, which, for 
all that is said, are as alike as two peas—government by 
executive fiat with little, if any, popular participation. 

Before considering them in detail, we must remember 
that our government was no suddenly patented plan. It grew 
out of centuries of development in Anglo-Saxon experience. 
It is based on two great principles—local self-government and 
division of powers among executive, legislative, and judicial 
in a system of checks and balances, each on the other. 

The first principle for a nation as broad as a continent 
is to allow the maximum of local popular government of 
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local affairs, with only such powers given to a central federal 
authority as are necessary to make a nation. Maine is too 
far away from Los Angeles to be able wisely to have 2 voice 
in how Southern California shall live its daily life. In ex- 
ternal affairs, like war and foreign relations, we are one 
nation under one supreme federal government. So also are 
we in things that require one universal system—like inter- 
state commerce and language and weights and measures. 

But in our relations with our immediate neighbors within 
our States, and the things that govern our daily lives, we in- 
sist on making our own laws to the extent that we can do so 
without harming other States. 

England invented that principle. Just once she tragically 
fumbled it—when she tried to have Parliament legislate for 
the American Colonies 3000 miles away. By that fumble she 
lost half a world. That was enough for her. Britain, the 
greatest Empire under the sun, exercises no arbitrary govern- 
ment over the dominions. They rule their own internal af- 
fairs. The Empire is a true commonwealth of nations. A 
nation can be too big to be ruled from one central source. 
That is why we have the States. 

Now some of the proposed departures of this Third 
New Deal certainly tend to move us in a precisely opposite 
direction. They tend to break down local governments and 
at least start us toward a new alignment of seven economic 
provinces with no local self-government whatever. All are 
to be under the direction of a national governor or com- 
missions appointed by him. 

The separation of federal powers is equally important 
to our system. Congress is to make the laws as the people, 
in frequent elections, propose—but it is not to execute them. 
The executive is to take the laws as they come from Congress 
and faithfully enforce them—but he is not to make them or 
finally to interpret them. The Courts are neither to make or 
execute the laws, but they are given exclusive power to in- 
terpret and judge the laws and the action of Congress and 
the Executive under our Constitution. 

This was a system deliberately designed to prevent ex- 
actly what is going on in Europe today—the seizure of all 
three powers of making, executing, and judging. In any 
system in which any one single authority makes what laws 
it desires, interprets them as it wishes, executes them as it 
will, and controls the judging of all three, there is no check 
this side of Heaven and no appeal on earth. It is a despotism 
no matter by what fancy name you call it—Fascism, Com- 
munism, or the Divine Right of Kings. It is a bloody throw- 
back to the dark ages against which the whole struggle of 
humanity has been aimed. In the belief that it was to resist 
this kind of encroachment on our idea of government, every 
drop of American blood ever spilt on any battlefield was 
shed. 

With these principles in mind, let us examine what has 
been proposed to the present Congress. 

First came the Court reorganization. The Supreme 
Court needed to be liberalized and the whole judicial system 
improved. That it was within both the letter and the spirit 
of the Constitution for Congress to do this, I have con- 
sistently maintained. But, as was so strikingly shown by the 
Senate Judiciary Committee’s adverse report on the proposal, 
it included more than that. It disclosed a design or at least 
offered an opportunity for executive control of both the 


Supreme and inferior federal courts in any controversy af- 
fecting a judiciary check on legislative or executive action. 

Standing by itself, this measure might have suggested 
nothing more than a fully justified impatience with an arbi- 
trary Court-made dogma frustrating liberal legislation by 
judicial assumption of the powers of a super-Congress. But 
it does not stand alone. It stands with the proposals for re- 
organization of the executive branch, the agricultural, and 
Black-Connery bills abolishing many old State powers, and 
the Norris proposal to divide the country into seven new 
provinces for the purpose of “economic planning.” 

There is no doubt that the confused, sprawling execu- 
tive bureaucracy needs reorganization and simplification— 
but the reorganization plan proposes much more than that 
and perhaps doesn’t even propose that. 

It sets up a great planning and policy board. Now 
planning and policy are purely a legislative job. If the ex- 
ecutive is to plan our future, what is the Congress to do? 
There is nothing left for it to do but rubber-stamp the ex- 
ecutive plan in the form of a statute. 


Our government needs continuous research and study / 
of policy but the place for that in a democracy is as an in- | 


strument of Congress—not the President. 






















As our business structure grew more complex, it be- ~ 
came clear that Congress couldn’t pass laws regulating all © 


its infinite intricacy. The best it could do was to lay down 
general governing principles and set up commissions which 
were partly legislative and partly judicial to make regula- 
tions applying those principles to cases in detail and to serve 
as intermediary tribunals to apply them. Also Congress has 
the constitutional duty of regulating the value of money. 
In modern practice that has become a business of banking, 
and, to carry out this duty, Congress invented the Federal 
Reserve Board as its agent for this purpose. This, with the 
other great commissions and boards, regulating trade, trans- 
portation, radio, securities, and exchanges, civil service, labor 
relations, social security, and one now proposed to regulate 
hours-and-wages are what are called quasi-legislative and 
quasi-judicial. They are only incidentally executive. They 
are instruments of the legislature made independent of the 
executive except as to appointment. This is the same old 
American idea of withholding from any single pair of hands 
the power not only to execute the laws but also to make 
and judge the laws—the power of Stalin, Mussolini, and 
Hitler. The reorganization plan proposes to scrap all that. 
The executive swallows all these Commissions at one gulp. 

It also proposes practically to scrap the check set up 
by Congress to insure that money authorized to be spent 
shall be spent for the purpose appropriated—the office of 
the Comptroller General. This is an interference with the 
legislative power of the purse. 

The principal check of democratic parliaments on rulers 
is the same power of the purse—the power which enabled 
the British Parliament at last to control the crown. The 
colonists knew about that. That’s why they gave Congress 
complete control over the spending of public funds. Con- 
gress has surrendered much of this power by making lump 
sum appropriations by the billions to be spent at the discre- 
tion of the executive. Now it is proposed to surrender it 
still further by making 10% or 15% of even regular appro- 
priations shiftable from one purpose to another by the execu- 
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tive at will. With these two provisions together Congress 
will have donated at least one-third of this tremendous 
legislative power to the Executive. 

With this goes the independence of Congress. In politi- 
cal government patronage is everything. It may result in 
some log-rolling for Congress to say where money shall be 
spent. But for the President to say, delivers the legislature 
to the executive hog-tied and helpless. 

The traditionally-Republican farm vote is now Demo- 
cratic because of federal spending in agriculture areas. The 
unemployed and their families are a solid bloc for the con- 
tinuation of relief as long as it keeps on coming. This vast 
number of votes in all parts of the country is in the admin- 
istration’s pocket. So long as the administration and not 
Congress controls this spending—it can go into almost any 
Congressional or Senatorial district and wreck the candidacy 
of any member of Congress who opposes administration 
policy. Every Congressman knows that. That is principally 
why Congress is just now more frequently a sounding-board 
than an independent legislature. 

We have seen that happen under our very eyes and we 
shall see it as long as Uncle Sam remains an executive Santa 
Claus and Congress abdicates its constitutional power of 
appropriations by lump-sum donations of public treasure. 

Almost everybody now admits both the necessity of 
stability in industrial wages and hours and that it can never 
come save through the power of Congress to regulate inter- 
state commerce. At present sweat-shops, child labor, and 
degraded labor conditions in any state spread out, through 
the low-cost goods they produce, to degrade labor conditions 
in all States. No State can protect itself. The pull is always 
downward toward the level of the State of lowest labor 
standards. Also with no floor under labor standards in time of 
depression, savage competition results in wholesale loss of 
jobs, extension of hours, and reduction of wages. There is 
no longer much argument about this. Nearly all enlightened 
industrialists are ready to take the wages of human labor 
out of the field of ruthless competition. 

There are two ways to do it—one preserves the State 
governments. The other robs them of local self-government. 
One way is to say to the States, “We recognize your rights 
under our system to regulate your own affairs as long as 
you do not prejudice the rights of other States. Regulate 
hours and wages within your own borders subject to Con- 
gressional maxima and minima, but you can’t ship any prod- 
ucts of sub-standard labor conditions into other States to 
compete with the products of the highest-standard com- 
peting State.” 

That is one way. It protects every State in its right 
to regulate local affairs and from the products of degraded 
labor in other States. It completely reverses the pull of labor 
standards. The highest and not the lowest have the right of 
way in the national market. It solves the troublesome ques- 
tion of regional differentials and from my experience in NRA, 
I believe it comes nearer perfection than anything yet ad- 
vanced. ; 

The other way is for Congress to put the arbitrary 
power to fix wages and hours anywhere in the United States 
in the discretion of an Executive Board. Exactly that im- 
possible proposal is what is insisted upon in the Black-Con- 
nery Bill. The bill is not frank. This purpose is obscure, 





but this power is then beyond the shadow of a doubt. I know 
it won’t work because I tried it. Bluntly it is the power 
arbitrarily to advance, retard, regulate, and destroy all or 
part of the industry within any State. Labor leaders and 
the Secretary of Labor are on record as not approving any 
difference in wage scales, either in favor of the little fel- 
low in business, or of particular states where wages tra- 
ditionally have been lower than others and where the entire 
economic structure of the State is based on them. Nearly the 
whole South is such an area. The failure of sufficient flexi- 
bility favoring the South and the little fellow in wage rate 
was exactly what killed NRA, and it will kill this proposal. 

I agree that there is no proper theoretical argument 
for the permanent continuation of wage differentials. But I 
know, from bitter experience, that as a practical matter, you 
cannot invade established economic patterns with an ex- 
plosive change and avoid popular condemnation, rising to 
the point either of universal non-compliance or actual re- 
volt. NRA narrowed all these differentials but it didn’t 
abolish them and they can’t be abolished without patient 
years of change. 

In what amounts to a labor government with a labor 
demand for a policy against differentials already candidly 
expressed, it is silly to suppose that such an executive board 
would not be completely dominated into an immediate at- 
tempt to remake the relative wage-scales of the whole nation. 
It is a pistol aimed squarely at the heart of the industrial 
South, and I cannot read into it any exemption or differential 
in favor of agriculture, although agriculture never has, prob- 
ably never can, and certainly never will accept urban sched- 
ules for wages and hours. I challenge any Southern or 
Agricultural Congressman or Senator to deny the truth of 
these statements and conclusions. 

The effect of the Black-Connery bill and the proposed 
farm bill will be to push much of the power of the States 
and certainly their control in local self-government into the 
eternal twilight. Taken with the Norris proposal for seven 
TVA’S, what we are regarding here is pretty close to a 
“death sentence” statute for the States. 

The Norris seven TVA’s bill, on its face, seems only 
to set up seven regional authorities to plan and execute 
flood-control, navigation, power, drainage, and soil-erosion 
projects in the seven great inland waterway basins of the 
country. But it also contains authority eventually to pass 
to Federal executive command the ownership and control of 
the electric power system of this whole country. Control of 
electric power comes close to control of the industry of the 
several States—and this coupled with the power to by-pass 
the States in the government of their commerce, labor rela- 
tions, water, soil, and agriculture, leaves precious little of 
our traditional system of local self-government in the States. 

These various revolutionary proposals—Court, wages, 
and hours, executive reorganization, and seven planning 
provinces—plus the federally-centered farm and social se- 
curity systems, can’t be considered separately. They must be 
spread out on the table together. When thus examined they 
fit together as neatly as the pieces of a jig-saw puzzle to 
make a picture. 

That picture is, in effect, a much modified form of gov- 
ernment with the powers of the Courts, of Congress, and 
the regulatory Commissions greatly reduced and the States 
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also deprived of a great part of their power. This whole 
mess of Constitutional authority stripped from these co- 
ordinating departments of government is donated directly to 
the Executive, who emerges from this silent revolution with 
the possibility of as much concentrated authority as any 
Executive on earth in this age of dangerous dictatorships. 

It can hardly be argued that, whether intended or not, 
it does not spell a new form of government for us. It is, 
moreover, a peculiar form, designed to fit the brilliant per- 
sonality of one single individual. There is no other citizen 
of this country, but the President, who could by any stretch 
of fancy be imagined as capable of even attempting such a 
tremendously complex administration. 

That argues a further effect if not a purpose of un- 
limited permanency of the President in office. For surely no 
one would consider remaking the whole structure of govern- 
ment to fit a peculiar personality who, if American traditions 
are to guide, would not be available after 1940. 

From all this arises a tragic question. If this funda- 
mental change were candidly proposed, as any such radical 
departure ought to be, nobody could very much complain. 
We would consider it and vote it down. But such is not the 
case. No such purpose is announced. It can be deduced either 
accident or design only from clever insinuation in such wide 
variety of more or less obscure legislative suggestion as to 
have awakened no recognition in the country whatever. 

By whom was this done? I sincerely believe that this 
indirect method is so different from the President’s slashing 
record of head-on attacks at the objects of his policy as to 
absolve him of any such silent intent as is here suggested. 

But from the beginning of this Administration, there 
have been connected with it some of the most brilliant young 
minds in the whole world-wide radical movement. In the 
beginning they were just one group in the great variety of 
clashing judgments which the President encouraged to get 
every shade of opinion on his plans. 

As those plans were frustrated by miserable legal draft- 
ing, by a reactionary Court majority, and by stupid defenses 
of his legislation before the judiciary, these more subtle and 
abler minds moved to a position of greater importance. They 
were better at drafting laws, better at defending them, and 
they advanced in the Administration because they served it 
better. 

Nobody in Washington has much doubt about what 


Civilized 


their private purpose is. It was exactly the effect suggested 
by a combination of all these proposals—to remake the gov- 
ernment. In the early days at least, they stated it openly. 
They no longer do that, but now it seems that they are in a 
position to put it over without stating it. 

Through cleverness and silence they are getting away 
with murder at both ends of Pennsylvania Avenue. Nobody 
voted for this palace revolution because nobody knew about 
it. Nobody elected these brilliant young men to do anything 
because it is their strategy to remain anonymous, amor- 
phous, and unknown. But in the approved modern revolu- 
tionary tactics of boring from within, they are trying to 
change the form of government for which Washington’s “eyes 
grew dim in the service of his country,” and Abraham Lin- 
coln ‘“‘gave the last full measure of devotion.” They propose 
to erect, in its place a form of concentrated executive power 
which, the people, if they had a chance to vote on it, would 
throw into the ash-can by overwhelming majorities. 

The present task of this Administration is to consoli- 


date its stupendous gains in liberal legislation. So much » 


has been launched and so little completed that it may take 


fifty years to put order into the mess and to clear away the ; 
débris of headlong error and mistake. If Mr. Roosevelt's 


term ended tomorrow, he would go down in history as the 
man who started more creations than were ever begun since 
Genesis—and finished none. 

Gold policy, social security, labor laws, foreign trade, 
budget control, farm relief, public utilities, taxation, real 
recovery, unemployment, housing, mercantile marine, execu- 
tive reorganization, judicial reform, securities regulation, fair 
trade practices—it’s all a marvelous fireworks of brilliant 
but unfinished business without one solitary project but- 
toned up and written into the record as a completed job. 
Surely that is wood-pile enough for one winter’s chores with- 
out starting also to reorient the whole Constitutional uni- 
verse as well. 

Our situation needs something more than the breathing- 
spell so lightly promised so long ago. It needs a candid state- 
ment of intention. It needs a recess on new magic and a 
determined effort to mop up, organize, consolidate, and for- 
tify the vast new territory gained by the magnificent first 
four years of Roosevelt. Above all it needs a Congress repre- 
sentative of a people and not of an obscure pink-fringe of 
brilliant young radical intellectuals. 


to Death 


By HARRY EMERSON FOSDICK, Clergyman, Educator; Pastor, Riverside Church, N. Y. C. 
At Johns Hopkins University, Baltimore, Md., June 7, 1937 


over a century ago my great-grandfather was a pioneer. 

There I saw two of the log cabins he built, still incor- 
porated in houses now in use, and there helped to celebrate the 
centenary of a little church on which he had labored as a car- 
penter. Hardly three generations have passed since those days 
of the pioneers, and yet how startling the changes have been! 
When my great-grandfather built his log cabins in that valley 
there was not anywhere in the world a railroad or a telephone 


[°:: week I visited a western New York valley in which 


or a telegraph. There were no matches to light fires with or 
gas or coal ranges to light them in. There were no elevators 
or refrigerators, no plumbing, no electric lights, no sewing 
machines, no furnaces. Letters were written with quill pens 
because steel pens had not been invented and were dried with 
sand because blotting paper did not exist. And, of course, there 
were no Victrolas, radios, typewriters, bicycles, automobiles, 
or airplanes. Looking out over that valley which my fore- 
fathers had pioneered, I felt afresh with what absoxbed pre- 
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occupation during three generations, mankind has been en- 
gaged in inventing and producing the external paraphernalia 
of civilization, 

Man’s life can be divided into two distinguishable areas, 
civilization and culture. Civilization is the complex of devices, 
mechanisms, techniques, and instrumentalities by means of 
which we live. Culture is the realm of spiritual ends, ex- 
pressed in art, literature, morals, and religion, for which at 
our best we live. Civilization is made up of things which 
we utilize to get something else. Culture is made up of values 
which we desire for their own sakes. Civilization is what we 
use. Culture is what we are. 

For three lifetimes, then, we have been busily engaged 
in buuding a civilization, a vast complex of implements by 
means of which we live, but we have not with any similar 
intelligence and care been engaged in creating a culture of 
spiritual ends, personal and social, for which to live. In the 
mordant phrase of G. Lowes Dickinson, we have been “con- 
temptuous of ideas but amorous of devices,” till now man- 
kind stands, its hands filled with devices, but as bewildered 
and unhappy as mankind has been in centuries. 

In endeavoring to see the significance of this, consider 
first that here lies the explanation of the optimism which 
characterized our early American forefathers but which 
among us has commonly collapsed into disillusionment. We 
whose memories go well back into the nineteenth century 
recall that, whatever else we Americans were then, we were 
optimistic. We were sure that we were continuously grow- 
ing bigger and better. Progress was our real religion, in which 
if a man did not believe we thought him damned indeed. 
Sometime since, at the opening of a moving picture theater, 
a blurb was put in the hands of the audience in which the 
management grew incoherent with satisfaction in one of the 
most gloriously mixed up metaphors I ever heard: “The open- 
ing of this moving picture theater is the fruition of a golden 
egg that for twenty-five years has been ripening in the brain 
of Mr. Shoenfeld.” Well, some of us can remember days 
when we were similarly incoherent with satisfaction. We lived 
in the time of the first telephones, the first express trains, 
the first uses of electricity, the first internal combustion 
engines, the first of so many astonishing devices, that life 
became an eager standing on tiptoe, wondering what new 
marvel would arrive tomorrow. 

So, when philosophers like Herbert Spencer told us that 
man’s progress toward perfection was an inevitable neces- 
sity, we believed them. This illusion of progress so possessed 
us, from day laborers to philosophers, because all alike we 
had our eyes primarily upon one thing, civilization—the 
invention, production, utilization of the marvelous new 
apparatus of living. We were on our way then from the log- 
cabin stage to cities like New York. 

Now, however, we have plunged headlong against stub- 
born fact—all this boasted civilization we have gloried in is 
nothing but means, nothing but implements to be utilized, 
and the more powerful the implements become the more 
insistently the question rises, on the answer to which man’s 
destiny hangs: To what end will mankind use them? The 
answer to that question is never found in a nation’s civiliza- 
tion; it can be found only in a nation’s spiritual culture. For 
civilization is merely what we use; culture is what we are. 

There were some in those old days who foresaw this 
dénouement for which we were headed. Henry D. Thoreau, 


retreating to Walden Pond, watched from a distance the pro- 
cess we have just described and visited upon it a devastating 
comment: “Improved means to an unimproved end.” Thoreau 
was thinking especially of the new Atlantic cable, then a 
marvelous invention. “But,” said Thoreau, “perchance the 
first news that will leak through into the broad flapping 
American ear will be that the Princess Adelaide has the 
whooping cough.” Aye! “Improved means to an unimproved 
end!’ That phrase suggests today not simply the way we can 
create the cinema and degrade morals with it, create the radio 
and give nonsense a wider hearing with it, create the auto- 
mobile and implement gangsters with it, and in countless 
ways watch the old vulgarian and the old barbarian reach 
out controlling hands for the new devices. This phrase sug- 
gests also that society as a whole can so utilize the most 
amazing industrial equipment mankind ever had as to plunge 
millions into unemployment and penury, or, furnished with 
world-wide intercommunications, can make of them world 
wars, armed, moreover, with techniques that would cause 
the very devils in Milton’s Hell to blush with shame. ‘Im- 
proved means,” there is no doubt of that, but to an “un- 
improved end.” 

In the second place, consider that while, at first hearing, 
this might seem a very general diagnosis and prescription, the 
more closely one regards it the more intimately personal it 
becomes. For here is a clear difference between civilization 
and culture. Civilization is easily handed down. Contrivances 
invented in one generation are taken for granted as a matter 
of course in the next. But a profound spiritual culture is not 
so easily transmissible. It must be reexperienced by every soul, 
its insights and devotions individually reproduced, its values 
inwardly assimilated and possessed. So it commonly happens 
that while the outward apparatus of civilization piles up and 
moves on, there is an appalling lag in spiritual culture until 
mankind stands, as it stands today, with vast new implements 
to use and the old barbarian using them. 

In our homes, for example, it is not difficult for parents 
to hand down to children the civilization developed in our 
time. The young take to Victrolas, radios, automobiles, and 
all the gadgets and devices of civilized society, as ducks to 
water. But not so simple is it to hand on to them profound 
spiritual culture. From the love of great music to profound 
philosophies of life and religious faiths, parents cannot give 
those to children as they give telephones and automobiles. So 
this tremendous onward march of civilization and this appal- 
ling lag of spiritual culture are not simply a planetary prob- 
lem; they constitute the problem in our personal lives and 
in our homes. | 

Civilization can be invénted by some one else and exter- 
nally appropriated by us. We do not even need to know what 
makes, an automobile go in order to drive one. But there are 
no proxies for the soul. No one can love Shakespeare or 
enjoy Beethoven in my stead, or have a high philosophy of life 
in my place, or as my proxy achieve a high-minded, cour- 
ageous, and serviceable character. When one turns from civ- 
ilization to culture, one has to be the experiencer himself. 

In consequence, many of us could talk sensibly to our- 
selves like this: Beware of too much civilization, too many 
gadgets and devices that surround life, impinge on it, steal 
its time, invade its privacy. Especially beware of the false 
impression which this accumulation of apparatus makes on 
men as though, because they can run cars, press buttons with 
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almost magical results, tune in on the radio, and ride in air- 
planes, they must therefore be superior persons themselves. 
Not everything that is set in jewelry is a jewel. 

Does some one here instinctively pity my grandfather 
because he grew up in a log cabin? You may spare your 
pity. Before he was through, he was Superintendent of Edu- 
cation of the City of Buffalo. For, though he did live in a 
meager civilization, he was in culture a superior person, 
whereas the truth about multitudes of us amply-apparatused 
moderns is, as the old Latins put it, “Propter vitam vivendi 
perdere causas,’—in the process of life we lose the reason 
for living. Indeed, let us quote a greater than the old Latins 
on this very point: “What shall it profit a man, if he shall 
gain the whole world, and lose his own soul?” 

In the third place, let us face the imminent impact of this 
truth on our present world. Not only vertically from parents 
to children is civilization easily transmissible; it is as well 
swiftly transmissible horizontally from nation to nation and 
from race to race. Start a contrivance anywhere and in the 
long run it will be everywhere. Nothing is much more easy 
to copy than civilization. An illustrious example of this is 
Japan, which within hardly a generation has absorbed, mas- 
tered, and made her very own the characteristic techniques of 
Western society. It is inevitable, then—a most stupendous 
fact—that in the end we shall have one identical, world-wide 
civilization. But spiritual culture, the profound faiths that 
give life meaning, the moral ends to which this agglomera- 
tion of mighty implements will be devoted, has no such swift- 
ness of transference. A man of realistic mind, therefore, who 
would not live in a fool’s paradise, must confront the fact 
that a vast, single, world-wide civilization is coming, and that 
to have it run by barbarian cultures means suicide. 

Do not misunderstand this as discouragement. On the 
contrary, the positive assets in our present situation are very 
great. Professor Whitehead of Harvard truly says, “On the 
whole, the great ages have been unstable ages.” Births come 
out of travail, and out of the wracked agony of disturbed 
generations man’s greatest gains have always come. More- 
over, our modern problem is not handling weakness, as has 

often been the case in history, but handling power, and 
handling power, while dangerous, is not promising. In the log- 
cabin civilization narrow limitations surrounded man’s im- 
mediate possibilities; but in our new civilization doors of 
promise are open before man the like of which he never 
dreamed before. Nevertheless, we may not rest easily back 
upon these encouraging factors as though they were self- 
operative. They are'not. “Power,” said Alfred the Great, 
“is never a good, unless he be good that has it.” Unless he 
be good that has it—that shifts the problem to the profound 
and central place where the destinies of mankind will be de- 
cided this next generation. 

In 1876 Thomas Huxley visited America especially to 
speak at the new Johns Hopkins University and this was 
his message to the country: “I cannot say that I am in the 
slightest degree impressed by your bigness or your material 
resources, as such. Size is not grandeur, territory does not 
make a nation. The great issue, about which hangs a true 
sublimity, and the terror of overhanging fate, is, what are you 
going to do with all these things?” So today the wise man 
addresses himself to civilization as a whole. Not for a moment 
would one belittle the intelligence, skill, and devotion which 

have been invested in creating the apparatus of civilized 





society. But the predominant problem is no longer there! 
The apparatus of civilization will inevitably accumulate, 
pile up, march triumphantly on. The profound problem of 
mankind is no longer there! If we use this agglomerated 
might for war we are irretrievably undone—that is the 
problem. If we let it be utilized by selfish acquisitiveness in 
a dog-eat-dog economy, bloody revolution waits like judg- 
ment day—that is the problem. Man never had such a civi- 
lization to use; therefore, man never so desperately needed 
a powerful, spiritual culture to use it. 

Even from the standpoint of individual happiness this is 
so. We inventive moderns thought we knew how to get that. 
We will give men happiness, we said. Bestow on them devices, 
gadgets, appliances, give them not only things but things 
made magical by harnessed power, and they will be happy. 
So we have furnished ourselves with civilization and in con- 
sequence multitudes of us are like nothing quite so much as 
a cartoon in Punch where an irate parent on a public holiday 
at some English replica of Coney Island holds his tired and 
whimpering offspring by the ear and angrily demands, “Now 
then, are you going to enjoy yourself or shall I make you?” 
So foolish have we also been to suppose that happiness ever can 
consist in the abundance of the apparatus we employ. 

Well, this is the conclusion of the matter. For hardly 
more than three lifetimes we have been absorbed in building 
the apparatus of modern civilized life. Too much of it has 
been providing improved means to unimproved ends. Already 
millions of ordinary folk look at the world with vision clarified 
by the imminent peril that we face. The road we have been 
walking on leads to perdition. We have tried to civilize our 
apparatus of living till we are well-nigh civilized to death. 
Our salvation lies elsewhere—in our spiritual culture. Youth 
of the new generation, what a clarion call you might sound 
in a time like this! What is the use of having implements and 
losing aim, of gaining movement and losing direction, of 
amassing power and losing spiritual control? What shall it 
profit—like the tolling of a great bell those ancient words 
sound on—if a man or a nation or a race gain the whole 
world of things and lose the soul? 
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Tax Blunders 


By W. J. CAMERON, Spokesman, Ford Motor Co. 
Number 38 of the 1936-37 Series Broadcast Over the Nation-wide Network of the Columbia Broadcasting System from 
Detroit, June 6, 1937 


government was disappointed in the returns from a 

tax collection; it supposed there were 40,000 parishes 

in the land, and the tax collectors could find only 9,000. 
About the same time a poll tax was levied, which also failed 
to bring the expected amount, because the official figures 
were again wrong as to the population. Officials, however, 
never admit that they make mistakes—great statesmen may, 
but not politicians—and so, agents and investigators were 
sent to harass and persecute citizens on the theory that the 
tax miscalculation somehow indicated popular dishonesty. 
Rather than admit that the tax law was badly drawn, they 
sought to divert public attention from official incompetency 
by blaming and annoying the people. The upshot of that was 
the violent outbreak known in history as the Peasants’ Rising. 
Tax bills continue to be wrongly based and badly 
drawn; citizens selected for stripping seldom prove as opu- 
lent as was hoped; public treasuries are still disappointed of 
expected returns, and even now it is considered excellent 
strategy to cover up official incompetence by blaming someone 
else. Not that officialdom has not learned anything during 
these 600 years; it has. The English government of that time 
taxed everybody, and when it had to double up it doubled 


M ANY years ago—almost 600 years ago, the English 


up on everybody, so that it braved everybody’s anger at once. - 


Modern officialdom has learned better. It carefully selects 
certain citizens, preferably those against whom prejudice and 
envy can be incited, and pretends to lay the weight of the 
burden on them. Pretends—for every official above the pri- 
mary grade knows that anybody’s tax is everybody's tax, 
and what a government takes from one, it takes from all. But 
this modern system of class taxation has one advantage: when 
the tax program fails, as all unwise tax programs fail, it 
becomes a simple matter to charge that the wily rich, by 
devious ways, have cheated the government out of its dues. 
And while, to the rest of us taxpayers, this presents quite a 
different kind of government than we ever have been 
acquainted with—a very innocent government—it accom- 
plishes its purpose in certain quarters. 

In fact, it would be quite a successful maneuver—if it 
stopped there. But it proceeds to give the actual sum with- 
held by the alleged crookedness of the rich, a sum which 
everyone can see plainly could not, though multiplied many 
times, make up the deficiency of official miscalculation, and 
does not equal the wastefulness of official expenditures for 

one week. 


Taxes must be paid and it is proper to pursue tax 
evaders, for tax evasion brings greater evils in its train. The 
people have designed the character and form of government 
they desire. They have definitely fixed the limitations of that 
government. They have strictly laid down the duties of those 
who temporarily occupy posts of administration in that gov- 
ernment. They have bound themselves to provide the ex- 
pense. And that means taxes. Maybe they should have placed 
more definite restrictions on the taxing power. Government, 
however, should be sharply distinguished at all times from 
its administration. Government costs in themselves are ordi- 
narily very reasonable; the costs of administrations vary ac- 
cording to their ability to manage, or to special circumstances. 
Good tax laws bring adequate returns. But, as Emerson says, 
“If you tax too high the revenue will yield nothing.” And 
we may add that when you outrage a citizen’s sense of 
equity, you school him in evasion. “Every excess causes a 
defect, and every defect an excess.” Good government is 
worth all it costs, and bad government is expensive at any 
price. 


Good government never contemplates the use of any 
class of its citizens as a whipping boy for the rest. The 
world is full of whipping boys just now. In one country, it 
is people of a certain race. In another, it is followers of a 
certain religious faith. In another, it is believers in certain 
political principles. And everywhere there is a tendency to 
create a whipping boy out of persons whose chief offense is 
that they are able to maintain an adequate income, an ability 
we desire for all our people. The genius of our country is 
not to limit legitimate prosperity, but in every possible way 
to prevent needless poverty. The philosophy that strips able 
persons on the assumption that it helps the others, simply 
increases the disabilities of all. 


Class government always professes the highest motives 
for its disregard of equity, but class government is at this 
moment a failure in every country of the world where it 
exists. In no country ha$ it even succeeded in providing 
bread for the people. It has no future; it can maintain its 
present existence only by having one out of every two citi- 
zens an agent and a spy; it lives in constant fear of collapse. 
And if it fails in lands where there never has been a full 
degree of liberty, among people who never have been daily 
habituated to unquestioned liberty as our people are, how 
can anyone hope to have it succeed here? 





Henry Morgenthau, Jr. 
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By HENRY MORGENTHALU, Jr., Secretary of the Treasury 
Before Joint Congressional Committee of Inquiry, June 17, 1937 


HE problem of closing loopholes in tax laws is con- 

tinuing and ever-present. It is never settled by any 

particular legislation. ‘Tax administration today re- 
quires a succession of laws to prevent the use of ingenious 
devices which distort the original purpose of the act and 
which create what to the average man seems unethical and 
unwarranted avoidance of taxes. 

This is not the result of activities on the part of any 
particular group of persons. Nor is it the result of concerted 
action on the part of taxpayers as a whole. It is caused by 
pressures which come from deep-seated attitudes in certain 
quarters toward taxation. These attitudes and these pressures 
must be realistically considered as part of the problem of tax 
administration. I will describe them briefly because they fur- 
nish the background against which tax administration must 
operate. 

In the first place, we have developed in this country a 
group of ingenious lawyers and accountants who make their 
living by showing to people who can afford to employ them 
ways by which they may pay the least possible taxes. 

This may be a legitimate business. Nevertheless, by 
virtue of its highly competitive character, it brings about the 
following situation. The ordinary accepted standard by which 
many wealthy taxpayers judge the efficiency of the tax attor- 
ney is the amount that he can save in taxes. The most in- 
genious attorney, therefore, becomes the most successful and 
the most sought after. He feels that his sole duty is toward 
his client. If he is honest, he will not condone perjury, but 
he feels little moral or social responsibility to the government. 

Therefore, if he can invent a new scheme for circum- 
venting the intent of the tax laws, which will be upheld 
by the courts, he is well within the ethics of his profession, 
regardless of the unfortunate effect that such a scheme will 
have upon the general application of such laws. 

We have now a bar of registered attorneys and tax 
accountants numbering approximately 45,000. Against them 
are pitted some 2,800 field agents actively engaged in tax 
investigations for the government. The contest is, of course, 
unequal. The fees of the tax lawyer exceed by thousands of 
per cent the pay of his opponent employed by the government. 
In this manner the most resourceful brains of the legal world 
are engaged actively in trying to avoid taxes for their clients. 
Among these are men who received their early training from 
the government, and who use the skill they acquired in that 
service against the younger men who take their places. The 
government then becomes a training school for many of its 
opponents. 

I am not attaching any blame to any one in particular 
for this situation. I am only pointing out that it exists and 
that it is one of the reasons requiring continual revision of 
the tax laws. 

A second factor which creates the problem which now 


confronts us is the fact that tax avoidance, as opposed to tax 
evasion, is considered by many a legitimate and honorable 
aim. Where private obligations are concerned, the same people 
who now hire ingenious attorneys to cut down their taxes 
would scorn to use the same subtle devices in avoiding pay- 
ments to their creditors. 

Here again I am simply calling attention to an existing 
attitude. The ethics of tax avoidance have grown up out of 
a variety of circumstances and the problem is not solved by 
blaming any one. It is only important to recognize those 
ethics as an existing fact because they are a very important 
element in the problem which faces the Treasury. 

I hope that in the future an atmosphere may be created 
in which men will hesitate to use ingenious devices to avoid 
the payment of taxes. Nevertheless, that happens to be the 
present attitude of some persons toward payment to the gov- 
ernment. 

A third factor in the situation is the difficulty of dis- 
tinguishing, at least before a case is tried, between tax avoid- 
ance which is supposed to be proper and tax evasion which °> 
supposed to be immoral. I will not attempt to define t 
terms. So hazy is the line between tax evasion and tax avoid- 
ance that it is always possible to classify any complicated 
scheme as tax avoidance so long as there is no absolute cer- 
tainty that it will be adjudged invalid at the end of long 
litigation. 

These attitudes have created what might be called the 
sporting theory of tax administration. So long as these atti- 
tudes exist, the process of tax legislation will be somewhat 
as follows: 

A.law will be passed; ingenious devices for circum- 
venting its application to individuals will be tried out. This 
will take time. Finally, when sufficient of those devices have 
become current so that a great loss in governmental revenue 
begins to appear, legislation will have to be drafted specifically 
directed at the new tax-avoidance inventions which have ap- 
peared since the last law. 

Today, because of the variety of devices to avoid taxes, 
the situation calls for remedial legislation. That this is a 
recurring situation is illustrated by the tax history of the 
last few years. 

Prior to 1934, the provisions permitting deductions for 
losses resulting from stock sales had become one of the largest 
loopholes in our tax administration. Ingenious use of these 
deduction provisions permitted individuals to establish losses 
by exchanging stocks with each other and calling the trans- 
action a sale. However, it was the kind of a sale which would 
never have taken place had it not been for the desire to 
avoid taxes. That loophole was plugged in 1934. 

Since that date new devices of even greater complexity 
and ingenuity have been developed, imitated and copied until 
they are now in very general use. As is usual in such cases, 
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it takes time before sufficient interest is created to demand 
reform. 

For example, in 1935—two years ago—under my instruc- 
tions, Mr. Robert H. Jackson called to the attention of the 
Committee on Finance many of the methods of tax evasion 
which are now the subject of this inquiry. The use of those 
devices was then a less serious obstruction to the collection 
of revenue and nothing was done about them. Resort to 
them has now increased to such an extent that some reform 
is inaperative. 

Of course the attitudes which create this continuous 
task of circumventing new tax avoidance devices cannot be 
legislated away. The immediate objective in the present emer- 
yency is practical tax legislation. Nevertheless, I am hopeful 
that the continued publicity which hearings of this sort give 
with respect to the game of tax avoidance may help to create 
an atmosphere in which men will hesitate to use these arti- 
ficial devices to avoid the payment of taxes just as today 
they hesitate to use such devices to escape the payment of 
private debts. 

The great body of citizens already display the same 
attitude toward their obligations to the government that they 
display toward their private obligations. An examination of 
their returns year after year discloses no attempts to push 
the letter of the law to its limit, and no use of corporate 
forms or other elaborate subterfuges for the sole purpose of 
voiding their normal tax burden. Perhaps continued pub- 
licity given to the more fantastic methods of tax avoidance 
now considered legitimate may make such an attitude more 
nearly universal. This may be an important by-product of 
public hearings on current tax devices. 

I will therefore attempt briefly to describe the general 
character of some of the methods now in use in terms which 
the average taxpayer may understand. One characteristic runs 
through all of them. It is the creation of a multiple person- 
ality in the taxpayer. By this device he ceases to be a single 
individual and becomes a whole group of people, some of 
whom are earning money while others are losing it. 

He divides himself into several people, sometimes incor- 
porated and sometimes not. He purports to carry on business 
transactions with his family at arms-length. Often he con- 
vinces himself that these separate people actually exist. Each 
one of these imaginary individuals into which the taxpayer 
divides himself deals and trades with all the other imaginary 
individuals, 

The total result is a series of losses which would not 
have been deductible for tax purposes had the taxpayer re- 
mained a single personality. The different methods by which 
the parts of this multiple personality deal with each other are 
varied and intricate. We will attempt to classify them later. 
They are, however, of this general character. A taxpayer 
creates a separate personality to engage in an activity which is 
a hobby or a luxury or an ordinary living expense or even 
a method of investing funds. He then charges the expenses 
and the losses of such activity against himself. Thus, he is 
able to pay interest to himself, to charge himself for vacations 
and pleasures, to give himself pensions, to be his own insurance 
company and so on. 

These transactions partake of the same unreal character 
as if « small taxpayer incorporated his household kitchen as 
a restaurant and deducted the expenses and losses from his 
taxable income because he had so few customers. 


Practically all of the devices which we will cite later 
would look absurd if applied to persons of small incomes 
whose activities were necessarily more restricted. They are 
important as tax-dodging devices only for the very rich. Not 
only do they look absurd when applied to the small taxpayer 
but they are also too expensive to be useful unless large 
sums are involved. 

The analogies which are used to support these devices 
are found in the corporate structure by which business in 
this country is conducted. The distinguishing feature, how- 
ever, between the corporation used for a business purpose 
and the corporation used for a tax-avoidance purpose is the 
fact that in the latter case, were it not for the tax laws, no 
such corporations would have been formed. 

The use of the corporate device in order to split a single 
man into a number of personalities is often extraordinarily 
intricate. However, of late some tax attorneys have felt that 
it was not necessary to go to so much trouble. They have 
in effect split individuals up into different persons without 
bothering to incorporate. 

A rich man runs a racing stable as a hobby. He calls 
himself a horse-breeder and in this character loses money 
very heavily indeed. He never makes a financial success as a 
horse-breeder because racing demands too much luxury on 
his farm. This raises his expenses. He then charges off the 
loss on his racing stable against his income. 

No small taxpayer would think of calling himself a 
golf instructor and then charge the expense of his golf game 
against his income because he got no pupils. However, we 
find an individual who in one capacity charters a pleasure 
yacht to himself at a loss and deducts it from his income 
because, though as a business man he is successful, as a pro- 
fessional yachtsman he is a heavy loser. 

These instances are not yet as frequent as the use of the 
complicated corporate personality which is harder to see 
through. Nevertheless, unless legislative action is soon taken 
such pleasant methods of taking vacations and getting rid of 
taxes at the same time will be imitated and constitute a 
serious threat to the revenue. 

Most of these people have talked themselves into be- 
lieving that the methods which they use are socially legitimate. 
They profess complete personal irresponsibility, contending 
that if their methods are wrong it is the duty of the tax 
administration to ferret them out and to conduct long and 
expensive litigation in order to determine their validity. The 
individual believes that he is morally entitled to take the 
sporting chance and that he has nothing to lose and every- 
thing to gain by taking it. 

The device of the multip'e personality of the single 
taxpayer is of course not the only loophole which requires 
immediate attention. The Under-Secretary of the Treasury, 
Mr. Roswell Magill, who will follow me, will undertake to 
classify the principal ones for you in detail. 

I will only summarize the principal schemes which are 
being devised, copied and imitated today. They may be divided 
roughly into three classes. 

First, there is the device which I have just described 
of making the taxpayer a multiple personality whose char- 
acters deal with each other. 

Second, there is a variation on that device by which 
the taxpayer deals with his family at arms-length and creates 
taxable losses out of the performance of personal obligations 
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which he owes to them. He takes his wife into partnership 
with him. He splits his income between himself and his chil- 
dren instead of maintaining them. 

The third device is one where the individual doing busi- 
ness in this country makes it appear by a series of corporate 
personalities which he controls that he is actually doing 
business abroad in some country where he cannot be taxed. 
In other words, transfers of title which might result in tax- 
able income are made to appear to have occurred outside of 
the United States. 

We do not know how extensively this latter device is 
being used. We do know that within the last two years 585 
foreign corporations have been formed which probably repre- 
sent business interests in America. We do not know how 
many have been used for tax avoidance purposes, but we do 
know that some have been so used. We believe, however, that 
the use of this device is spreading. It is most important that 
its growth be stopped before vested interests arise which 
make it a still more difficult problem to deal with in the 
future. 

For these reasons I believe that the use of the multiple 
personality by the taxpayer has now reached the stage where 
Congress should consider corrective legislation. The process 
of fighting in the courts all the different schemes which may 
be woven around this concept is too slow for efficient tax 
administration. We intend to give examples of a large num- 
ber of cases, not all of which would be upheld by the courts 
but many of which are sufficiently plausible so that they can 
delay and hinder tax collection. It is the history of tax litiga- 
tion that it takes years to finally outlaw a tax avoidance 
device once it gets a foothold among tax attorneys. In the 
meanwhile, the government revenue is impaired in two ways: 
first, by the actual loss of revenue in specific cases ; and second, 
by the expenditure of the time and energy of the tax-en- 
forcing agencies in litigation. 

It is true that many of the devices which we have 
referred to are being limited and restricted by the courts. 
Nevertheless, the situation is sufficiently confused so that a 
great deal of litigation is required because each case deals 
with only the particular facts involved, and distinctions in 
intricate situations can always be made. 

And what effect has the increasing use of these devices 
on revenues? That, of course, cannot be exactly determined. 
Nevertheless, it is a substantial factor which is cumulative 
in effect, just as the influence of a continued course of sharp 
practices in bankruptcy cases tends to reduce the total divi 
dends to creditors. The nearest estimate which we can make 
of the loss in revenue caused by such practices in the tax field 
has been arrived at in the following way: 

As you know, each November the Treasury Department 
is required to make an estimate of the revenue of the Federal 
Government for the balance of the current fiscal year ending 
on the following June 30. I need hardly say that the problem 
of estimating the revenue is an exceedingly complicated one; 
and that some margin of error in the annual estimates, rest- 
ing as they do upon forecasts of business conditions, prices, 
and a host of other factors, is inevitable. 

I take great satisfaction in the accuracy of the revenue 
forecasts made since I assumed the responsibilities of the 
office of Secretary of the Treasury. The first estimate of 


income tax receipts made under my supervision was for the 
fiscal year 1935. 









































Actual receipts for that year proved to be 4.6 per cent 
greater than my estimate. In the following fiscal year, 1936, 
actual receipts were only 1.5 per cent under my estimate for 
that year. 

For the fiscal year 1937 the Treasury Department em- 
ployed the same methods and the same personnel in making 
the revenue estimates as had been employed in the two pre- 
ceding years. When, therefore, the March 15 income tax 
collections indicated that total income tax receipts for the 
fiscal year might be as much as 10.4 per cent below the esti- 
mate made last November, I became concerned. 

I realized fully, as I am sure you do, that all the care 
in the world could not always prevent a substantial error 
from entering into our revenue estimates, for, as I have 
already said, these estimates depend upon forecasts of the 
future; and the capacity is not given to mere human beings 
to foretell the future with accuracy. 

I am aware also that my predecessors in the Treasury 
Department had overestimated the government’s income tax 
receipts in the three years 1931, 1932 and 1933 by 15.1 per 
cent, 7.3 per cent and 13.3 per cent, respectively. 

Nevertheless, I decided to investigate the details, so far 
as possible of our March, 1937, income tax collections. 

This investigation disclosed the following very significant 
fact: Collections in certain areas where there is a considerable 
concentration of wealth and income had not increased by as 
large a percentage as had the total income tax receipts for 
the country as a whole. In connection with this fact it is 
particularly important to note that dividends represent a 
larger percentage of the net income of people with large 
incomes than they do for people with small incomes. We 
knew that dividend disbursements by corporations during the 
calendar year 1936 had increased materially over those of the 
preceding calendar year. 

It seemed reasonable to suppose, therefore, that part at 
least of the discrepancy between our original estimate of 
income tax receipts and the receipts that might be estimated 
on the basis of our actual collections in March, 1937, might 
be due to a wider use of various methods of tax evasion and 
tax avoidance. And when Mr. Magill undertook a field 
investigation of this possibility at my request, he found much 
to support this conclusion. 

Mr. Magill will describe to you in some detail the 
character of his investigation. Necessarily, it was a quick 
survey, and the further audit of the 1936 returns will un- 
doubtedly disclose additional data to enable us to determine 
with greater accuracy the methods of avoidance employed by 
some taxpayers. 

In this connection, it must be borne in mind that the 
Bureau of Internal Revenue faces tremendous physical prob- 
lems in the audit of the returns and in its effort to prevent 
tax evasion and avoidance. There were about six million re- 
turns filed for the taxable year 1936, and it has been our 
experience in the past that only about 500,000 can be audited 
with the force of about 3,000 men that we have available. 

I believe that it may be appropriate to say a few words 
regarding the bureau’s progress in the last few years in con- 
nection with the making of these detailed audits. Prior to 
1935, the field investigations of returns were not commenced 
until approximately one year after filing and were not com- 
pleted until about two years after filing. At present, field 
investigations are begun three and a half months after filing 
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and are completed fifteen and a half months after filing— 
an advance in the conduct of the work of field investigations 
of approximately nine months. 

The collection of additional taxes, a substantial portion 
of which represents recoveries in instances when tax avoid- 
ance or evasion has been attempted, has constantly been in- 
creasing. Our revenue agents’ recommendations for the assess- 
ment of additional taxes increased from $203,000,000 in 1934 
to $355,000,000 in 1936. Experience has shown that, through 
litigation or agreement with the taxpayer, about 70 per cent 
of these recommended additional taxes are ultimately col- 
lected by the Treasury. 

For the first ten months of the present fiscal year, agree- 
ments with taxpayers for the collection of additional taxes 
amounting to about $130,000,000 have been secured, and 
Commissioner Helvering has informed me that he is confident 
that the bureau will collect by agreements more taxes during 
this fiscal year than it has ever collected in that manner at 
any time in its history. 

Undoubtedly, prevention of tax avoidance and evasion 
would be aided by an examination of a greater volume of 
returns. I think that fully 750,000 returns, rather than the 
present 500,000, deserve yearly audit. 

However, in consideration of the small personnel of the 
department compared with the very large number of ac- 
countants and attorneys who are constantly engaged in the 
preparation of returns and in the defense of the taxpayers’ 
contentions, the record of the bureau is good. With our lim- 
ited force, we must collect the maximum of revenue, and 
we must do so in such a way that we are not years behind 
in our work. 

These tax avoidance devices to which I have alluded 
have affected revenues of the government in the following 
ways: 

(1) They create the belief that rich men with expensive 
attorneys do not have to pay taxes. There is just enough 
truth in this to have far-reaching consequences on the morale 
of hundreds of thousands of taxpayers. No one can possibly 
calculate how many petty evasions which can never be de- 


tected among 6,000,000 returns are due to the belief that 
cleverness rather than fairness is a proper criterion of the 
taxpayer. Thus, tax ethics generally today are where business 
ethics and trade practices were in the Nineties. 

(2) In the highly competitive situation which exists 
among expert tax attorneys, plausible devices spread rapidly 
and tax evasion and avoidance increase without any one 
realizing the extent of the impairment of tax administration 
until the end of the taxable year. Even then an exact estimate 
of the effect of tax avoidance is impossible. 

(3) Vested interests grow up in tax avoidance devices 
in the course of time so that it becomes very difficult to 
change them after they receive a semi-respectable standing. 
This factor makes quick action advisable to decapitate new 
schemes before they achieve the force and respectability of 
law. 

(4) After tax avoidance devices have become an ac- 
cepted part of tax law, any attempt to change them is her- 
alded as a persecution of the rich. Today, for example, we 
are met by the charge made in some quarters that this attempt 
on the part of the Treasury, forced on us by a gradual 
accumulation of tax avoidance devices since the passage of 
the Revenue Act of 1934, is an attack on wealth. Actually, 
any one who gives the matter unbiased consideration will 
realize that it is for the benefit of the rich to plug loopholes 
in tax laws, since this raises more revenues without raising 
rates. The prevalence of the devices we are going to describe 
has cast a suspicion on many rich men who do not deserve 
such suspicion. There is certainly no possible advantage to 
the conscientious man of large income to allow fantastic 
schemes of tax avoidance to continue. 

(5) And finally there is the very important question 
of the revenue. Those tax devices which defeat the intent of 
Congress cost the government huge sums which Congress 
never actually intended to give away. Moreover, they create 
continual and expensive litigation. No collecting agency can 
operate effectively if it is hampered at every turn by lawsuits. 

For these reasons I considered it imperative to call these 
matters to the attention of Congress at this time. 


The Immediate Economic Outlook 


ANALYSIS AND RECOMMENDATIONS WITH PARTICULAR RESPECT TO LABOR 
By H. G. MOULTON, President, Brookings Institution 
Before Junior Chamber of Commerce, Denver, June 16, 1937 


[ CONDENSED } 


ANY different reasons have been advanced as the 

causes of our economic difficulties and as to what is 

involved in providing higher standards of living. 
I center my discussion on the production and work require- 
ments involved in restoring former standards of living to the 
American people. 

The income produced by the American people in 1929— 
our best year—aggregated about 81 billion dollars—equiva- 
lent at present prices to approximately 72 billions. By aggre- 
gate income we mean the market-value of the goods and 
services produced by the American people as a whole. In 


1936 the aggregate production was about 62 billion dollars, 
roughly 85 per cent as much as it was in 1929. Meanwhile, 
the population of this country has increased by about 5 per 
cent and the population of working age from 8 to 9 per 
cent. In per capita terms, the national income in 1936 was 
thus only about 80 per cent that of 1929. 

Is the present income of the nation large enough to 
provide everyone with reasonably satisfactory standards of 
living? The answer is no. If the aggregate income in 1936 
had been divided equally among the American people as a 
whole it would have amounted to about $475 per person— 
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about $1,900 per family. A great increase in total production 
is thus necessary if we are to realize the better living to 
which we aspire. 

During the last seven years we have had on the one 
hand a continued expansion in population and labor power; 
but on the other hand the rate of growth of capital power— 
i.e., plant and equipment, has been greatly reduced. Indeed, 
in many lines new capital construction was almost entirely 
suspended for several years, and at the same time necessary 
replacements of existing plant and equipment were postponed. 
The inevitable result is a great accumulated deficiency of pro- 
ductive plant and equipment. 

Looking forward, the production task now before the 
country may be stated in the following terms: First, we must 
make good the actual deterioration of plant and equipment 
sustained during the depression; second, we must increase 
productive capital in proportion to the growth of population 
that has occurred; and, third, we must expand the output 
of consumption goods in accordance with this growth of 
population. Popular thinking centers mainly on the last of 
these three, that is, the increase of consumption goods; but 
the achievement of this depends fundamentally upon the 
fulfillment of the first two requirements—the restcration of 
producing power. 

We have recently made a comprehensive analysis of 
the expansion of production that would be required in the 
next few years to restore former levels of production and 
consumption. Concretely, we set it as our task to determine 
how great an increase would be required to restore by 1941 
a per capita level of production and consumption equal to 
that of 1929. Inasmuch as the curtailment of production 
has been greatest in the field of durable goods our detailed 
analysis was concentrated on the production requirements 
there. We studied in turn the situation in the fields of 
housing, passenger automobiles, public utilities, industrial 
enterprises, etc. Each of these studies involved taking account 
of the restricted rate of production during the last seven 
years, the extent of deferred replacement and maintenance, 
and the requirements resulting from the continued growth of 
population. Our approach was essentially of an engineering 
character. 

In relative terms, as compared with output in 1936, 
the increase in housing construction would have to be 208 
per cent, industrial enterprises 70 per cent, public utilities 
70 per cent, steam railroads 67 per cent, passenger auto- 
mobiles 15 per cent, and other durable consumer goods 33 
per cent. Stating the housing problem in another way we 
would have to produce annually during the next five years 
approximately three times as many housing units as we 
produced in 1936. 

In these analyses a conscious effort was made to avoid 
possible exaggeration by stressing minimum requirements. 
It is our belief that whatever shortcomings may exist in 
the estimates for the separate categories of goods the aggre- 
gate figures may be taken as reasonable and conservative 
approximations. For all classes of durable goods the aggre- 
gate volume of production in these lines would have to be 
roughly 60 per cent higher than in 1936 and approximately 
one-third higher than during the boom period of 1925-1929. 

The primary explanation of these enormous production 
requirements to get us back to where we were is of course 
to be found in the continuing rate of population growth on 






the one hand and the suspended rate of growth in pro- 
ducing capacity on the other. The real costs of a depression 
are registered in these fundamental relationships. They can 
be overcome only through a rebuilding process which will 
make good, first, the positive deficiencies and, second, expand 
productive capacity in proportion to the growth of population. 

What now does all this mean in terms of employment? 
What are the /abor requirements to carry through a program 
of expanded production such as has been indicated to be 
necessary. Our investigations indicate that, in the field of 
durable goods alone, from 8 to 9 million additional workers 
would be needed. The increased production and labor re- 
quired in the field of the znon-durable goods would of 
course be very much less. But there can be no doubt that 
the work requirements to restore living standards during 
the next five years are more than sufficient to absorb the 
entire volume of unemployment now existing. These esti- 
mates are based upon an assumption of an average working 
week of 43 hours, which was the prevailing rate at the 
time the investigation was made. 

The simple truth of the matter is that we have not 
yet reached a stage of technological development at which 
it is possible for the American people to obtain the standards 
of living which they desire, if working time is reduced 
appreciably below that which now prevails in American 
industry generally. Bear in mind that the foregoing estimates 
are based merely on the assumption of a return to 1929 
per capita levels of production and consumption. We need 
much higher levels than these to provide satisfactory 
standards of living. 

During the period of great technical progress from 
1900 to 1929, the length of the working week was reduced 
by approximately 13 per cent. During the period from 1929 
to 1936, with productive expansion held in check by the 
forces of depression, the working week was nevertheless 
reduced by nearly 20 per cent. Our research reveals that 
anyone who favors a further general reduction in the length 
of the working week at this stage of our economic develop- 
ment unwittingly favors lower standards of living. I say 
unwittingly because the facts as to requirements are not 
commonly known—and we live accordingly in a world of 
dreams. 

Thus far we have been concerned only with factual 
data. We must now turn for a moment to the consideration 
of certain economic principles and processes. Business activity 
is conducted through what we call a pecuniary system— 
involving the sale of goods in the markets for money and the 
disbursement of the shares accruing to those who participate 
in the productive process in the form of money income—wages, 
interest, etc. We must now inquire, therefore: What is the 
bearing of wage and price trends upon the further expan- 
sion of production and the accompanying absorption of unem- 
ployment? As a basis for considering this issue, two funda- 
mental principles must be clearly perceived. 

First, the process of raising the standards of living of 
wage earners necessarily involves increasing the ratio between 
wage rates and prices. If the wage earner gets more dollars 
and prices remain unchanged, his purchasing power is ex- 
panded. If he gets the same number of dollars and prices 
decline, his purchasing power is expanded. But it can be 
expanded only by increasing wages in comparison to prices. 
Second, an increase of wage rates as compared with 
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prices depends fundamentally upon increasing the efficiency 
of production. Only thus will the means be available with 
which to pay higher real wages—provide more goods and 
services. Accordingly, there must be constant acceleration 
of technical advances, improved management, increased 
labor efficiency, etc. Any practices or policies that tend to 
work in this direction are economically sound; and any that 
work in the opposite direction are economically unsound. 

With these principles in mind, the course of the re- 
covery movement may be briefly reviewed. During the 
summer of 1933 wage rates were sharply increased as a 
result of the code agreements. Prices advanced quickly but 
not quite proportionally. From the beginning of 1934 until 
the end of 1936 wage rates continued to increase at a 
moderate pace, while the prices of manufactured goods re- 
mained practically stable. During this period productive 
efficiency was also materially increased. The economic results 
of these trends may be succinctly stated as follows: 

(1) The increase in productive efficiency and the fuller 
utilization of plant capacity resulted in lower unit costs. 

(2) The increase in wage rates as compared with prices 
steadily expanded the purchasing power of employed in- 
dustrial workers. 

(3) The expanding volume of sales led to increased 
profits—the reduction in unit costs more than offsetting the 
increase in wage rates. 

The trends up to the end of 1936 were thus distinctly 
favorable. Production was steadily expanding and unem- 
ployment decreasing; purchasing power was being broadly 
disseminated among the masses; speculative business activity 
was not strongly in evidence; and the general balance be- 
tween current production and current consumption appeared 
reasonably satisfactory. If the existing favorable balance could 
be maintained there was good reason for hoping that we might 
be entering upon a period of exceptional prosperity that 
would in a few years go far toward restoring the economic 
losses resulting from the depression. 

In recent months this hopeful situation has changed 
in certain important respects. The prices of raw materials 
and some forms of finished products began to rise rapidly 
in the latter half of 1936. This development was directly 
related to the military programs of numerous governments, 
including our own, and the speculative buying that accom- 
panies boom conditions in certain lines of activity. Rising 
prices of raw materials meant advancing costs in certain lines 
of manufacturing, thus naturally exerting a pressure in the 
direction of higher prices of manufactured materials. Fortu- 
nately the last two months have seen a collapse of the specu- 
lative movement in war materials and a wholesome recession 
of prices. 

Meanwhile, however, another factor has come into the 
situation which is more far-reaching in its implications and 
more enduring in character. I refer of course to the abrupt 
increases in wages ranging from 20 to upwards of 30 per 
cent in many lines of industrial activity. These recent in- 
creases in wage rates, unlike those of 1934 to 1936, have 
not been accompanied by any proportionate increase in pro- 
ductive efficiency. Meanwhile also industrial strife has 
served to check the expansion of business activity and to 
create uncertainty with respect to the business outlook 
generally. 


It should be noted, however, that the increase in money 
wages and the accompanying rise in prices also has stimu- 
lating effects—at least of a temporary character. Immediately 
speaking, the increase in wage disbursements adds to the 
buying power of those who receive the higher wages with- 
out for the moment proportionally decreasing that of other 
sections of the community. In other words, there is a lag 
between wage advances and price advances. Moreover, with 
prices going up businessmen and others may hasten to place 
orders and buy extra quantities in order to be ahead of the 
procession. 


But developments such as these serve to produce in due 
course serious maladjustments in the economic system as a 
whole. Particular labor groups which receive higher wages 
may stand to gain for a time; and similarly certain indus- 
tries may temporarily pass on the higher costs to consumers, 
but further extensive expansion appears definitely to be 
menaced by the inflationary process. 


The advance in the prices of such basic products as 
iron and steel and other metals, building materials, etc., 
may well serve to impede the expansion of production in 
certain very important lines. The financial condition of the 
railroads has only recently improved sufficiently to permit 
extensive physical reconstruction of properties; but now with 
the prices of steel rising rapidly and railway wage increases 
also in early prospect it is doubtful whether the railroads 
will be able to carry out the comprehensive programs of 
rehabilitation which are so badly needed. Similarly, the 
building of new houses, apartments, etc., may well be held 
in check by the rising prices of building materials. 


It may also be noted that large sections of the popula- 
tion would eventually suffer as a result of a rapid rise in 
prices. These include many groups of industrial wage earners 
unfavorably situated ; individuals working for fixed salaries ; 
those living on income from investments; and the farm 
population. Perhaps the most serious phase of the problem 
relates to the disparity which may again result between 
industrial and agricultural prices. 


The immediate outlook, as I have already indicated, 
is shrouded in uncertainty. There are so many conflicting 
trends and political and psychological influences that no one 
is warranted in making any confident prediction with respect 
even to the next few months. Thus I leave the discussion 
in terms of requirements and merely express the hope that 
a growing recognition of underlying necessities in the situa- 
tion—a growing sense of economic reality—may serve 
gradually to promote the generally higher standards of liv- 
ing which are so greatly needed. 


Someone once said, “Civilization is a contract between 
the dead, the living, and the generations yet unborn.” ‘This 
means, I take it, that it is incumbent upon each new genera- 
tion to build upon the accumulated knowledge and experience 
of the past in constructing a progressively richer and better 
civilization. In periods of great economic change, such as 
that through which we have recently been passing, many 
persons naturally jump to the conclusion that the only hope 
for the future lies in reforms of a revolutionary character. 
It is my belief that the best hope lies in evolutionary proc- 
esses, based upon experience and upon continued study of the 
operation of economic forces and institutions. 
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